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Start 1933 Right! 


— to make 1933 your year of investment re- 
covery, the beginning of a new era for you. With 
the new year, embark ona definite program for the re- 
covery of your original investment capital and income. 


The coming year may be expected to see a sustained 
business improvement and higher prices for securities 
of those corporations that will benefit from the revival. 


This prospect is a call to you to revise your list 
now, so that you will share in the first improvement 
of corporate profits. You must decide what issues to 
hold, what issues to sell, what to buy instead—and 
when to take each step. Your portfolio must be placed 
and kept in harmony with business conditions and 
the investment outlook. 


Take the First Steps Now 
to Recover Your Depression’ Losses 


AKE your first steps today by placing your 
security program under the supervision of 
THE FINANCIAL WORLD RESEARCH 
BUREAU. It may be easier to regain your 
Original investment position than you believe. 
It may require no additional funds. In the be- 
ginning it may call merely for recasting part of 
your list so as to bring it into harmony with 
current conditions and prospects in the invest- 
ment field and industrial world. 

With the essential preliminary work done 
now it will be much easier to keep your port- 
folio balanced while steadily progressing towards 
your goal of capital and income recovery. 


The Financial World Research Bureau 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obligation 
to me) how your personal supervisory service would assist me in 


regaining my original investment position. 


And the procedure? Very simple: You 
merely register with us the complete list of 
your securities, with their cost, provide us with 
all the necessary data regarding your require- 
ments, objectives and resources. As your con- 
fidential investment counsel we lay out your 
program at the outset, and once a month sub- 
mit a survey of your progress. You follow the 
direct, positive recommendations as they come 
to you. That is all—and the cost is moderate: 
$100 for the full year of continuous guidance. 
There’s an interesting pamphlet that describes 
our methods in detail. We will be glad to 
send it to you. 


12-28-32 


Enclose a list of your investments (show- 
ing the number of shares and their original 
cost) to guide us in telling you just how 


The Research Bureau will aid you. 
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year is on 


our threshold. What it holds 
for us in its yet unfolded 
pages remains a mystery until 
it is revealed in its march of 
progress to its termination. 
We can only hope that the 
New Year will be the bearer 
of improvement over the 
depressing conditions that 
for the past three years have so heavily and dis- 
astrously borne down upon us and the rest of the 
whole civilized world. 


WHEN, in contemplation of our adverse 
conditions resulting from an abnormal malad- 
justment, we consider that it is not from the lack 
of wealth and opportunities we suffer but from 
our inability to put them into helpful and har- 
monious functioning, we can come to the valid 
expectation that they are not beyond correction. 
There is a solution to a situation that produces 
want and commercial distress in the midst of 
plenty. It needs only world-wide cooperation to 
effect it. 


THE material and mechanical machinery to 
change our maladjustment into normal equi- 
librium is within our reach. Our ample financial 
resources as revealed by our enormous banking 
resources provide us with the necessary tools. 
The law of averages and the element of time are 
also in our favor. They are working steadily for 
our rehabilitation. Inherent in our nature are 


the constructive impulses towards progress that 


need only the spark of re- 
viving confidence to set re- 
covery into vigorous motion. 
The youthful American spirit 
of “ Let’s Go” is a live ember 
which needs only a spark 
to set it burning brightly. 


Bur the country needs 

something more than this 
simple desire to march ahead. It must find in 
1933 a supporting arm of constructive legislation 
by Congress, a prudent and sound balancing of 
the budget, an intelligent revision of our inter- 
national debt problem, and a well planned pro- 
gram of recreating the nation’s purchasing power. 
Granted those things by the new administration, 
we may feel greatly assured that 1933 will mark 
the real beginning of our financial and com- 
mercial restoration. 


ON ‘THAT hope end its fulfillment we extend 


to our subscribers the season’s greetings and our 
sincere wishes for a happier and better New 


Publisher, Tue Financia, WoRLD 
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WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Security trading during the greater part of last week was marked with lack of 
vitality — As market influences, contra-seasonal gains in some lines of trade were 
offset by further declines in others — Progress in clearing up political factors 
seems essential to sustained business recovery — In the meantime, banking re- 
sources are piling up, to be available for accelerating industrial recuperation 


Pranisnt by the House of the “beer bill” last week ing sharply during the first two weeks of the current 


might logically have been expected to afford an month. Colder weather undoubtedly was one reason for 

impetus to stock prices, but the financial community last week’s impressive advance in electric power figures, 
seems more intent upon seeing some measure of progress but it is significant that output is now higher than at any 
in solution of the important foreign debt problem before time since last February. 


assuming an optimistic attitude toward the near term. 
The eyes of Wall Street are as much upon Washington and 
foreign capitals as they are upon the week to week develop- It is still too early to attempt to predict what to expect : 
ments in general business. in the amount of expansion of business volume during the a 
first part of the coming year, but it is important to keep 
in mind the fact that numerous enterprises, now running 


Continued gains in automobile production are having at a deficit, could on a slight gain in volume from present 
a favorable effect on freight traffic figures, but have not levels report operations in the black because of the econo- 
been sufficient to prevent a further decline in steel ingot mies that have been instituted during the past year. Con- 
output, which is down another point to 14 per cent of sequently, realization of a small expansion in physical 
estimated capacity. New building operations, which volume in 1933 would result in a much more cheerful type 
made such an encouraging showing in the latter part of of earnings statements than those which are characterizing 
November, have succumbed to seasonal influences, declin- the year 1932. 
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Nore: The “Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 
reflects the figures reported once a month by the Stock Exchange, whereas the dotted line shows the week-to-week compilation by THe FINANCIAL 
Wortp. The “Loan Ratio” expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed ; the 
solid line shows the Stock Exchange’s figures, reported monthly, while the dotted line shows THE FrnanciaL WoRLp’s computation of changes which ae 
have occurred during the month. Percentage of monthly sales to total number of listed shares is shown by the line “ Percentage Turnover Sales. 4 
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EITHER trade developments nor market news has been 

particularly conducive to stock price buoyancy. Increas- 

ing doubts concerning maintenance of the present divi- 
dend on Steel preferred have resulted in pressure on the “‘ bell- 
wether”’ of the market, and announcement of receivership for 
the Central of Georgia (which in itself was not of particular 
importance) turned attention to the precarious position of those 
railroads which are running short of collateral for R. F. C. loans. 
Until several days ago, bond prices showed a tendency toward 
better levels, but commodities have refused to make any prog- 
ress. All in all, stock prices seem to be awaiting an incentive 
to move in a definite direction; the possible source of such an 
incentive in the next week or two is obscured from present 
sight, but hopes are entertained that business developments 
during January and February will be such as to suggest justi- 
fication for price improvement. In the meantime, retention 
of present holdings of investment preferred stocks and bonds, 
and the more promising common issues, seem warranted in 
view of the probabilities of better business in the spring months. 


Changes disclosed by the December 14 statement of report- 
ing Federal Reserve member banks were largely without 
special significance except that some of them reflected prepara- 
tion for the Treasury financing on the following day. Demand 
deposits, however, were up $162 millions, thus almost off- 
setting the decline of the preceding week. The trend in this 
item has been upward for many weeks, a direction opposite to 
that obtaining during 1931. In this connection it is interesting 
to note that since the end of June total loans and investments 
have increased only $85 millions, whereas time and demand 
deposits have expanded by $900 millions and a large fund of 
liquid resources has thus been created. These funds can not 
long be permitted to lie idle, earning nothing, and should 
shortly begin to press upon trade and industry for profitable 
employment. When once that begins, recovery in general 
business should be accelerated. 


The drop in employment last month is reported as being 
the smallest for any November on record. 


Vigorous action by President Hoover looking toward re- 
opening the war debt situation is a step in the right direction, 
although the advisability of his present plans for approach 
may be open to some question. It is plain that our debtors 
have no intention of continuing payments under the present 
arrangements, and further collection thereof without their 
cooperation is impossible. Therefore, in order to avoid world- 
wide default and its disastrous consequences, readjustment 
(but by no means necessarily cancellation) must be considered 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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Tue Components: This is an unweighted index of five sensitive series 
of industrial activity; new building contracts, electric Fagen roduction, 
automobile output, steel mill activity, and merchandise, scellaneous 
and less-than-carload freight traffic. Adjustments have been made for 


normal seasonal variation, and the average for the four years 1925-1928 
is used as the base. 
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to assure economic stability. In the light of past experiences, 
however, it does seem that it would be distinctly to our ad- 
vantage to negotiate separately with each debtor nation, 
instead of with all of them at the same time and thus afford 

opportunity for their erecting a ‘‘united front.’’ Once this 
problem is well on the way toward successful solution, business 
in this country as well as elsewhere can draw a deep breath 
and speed the process of recovery. 


Comparisons of cigarette sales with a year ago continue their 
improvement. November’s decline amounted to only 3 per 
cent, whereas for the first ten months of this year the drop 
was 9.8 per cent. 


\ 


General business developments of the past month or more 
have, on the whole, been as satisfactory as perhaps could be 
expected under the circumstances. Seasonal influences have 
been too powerful to permit a continuation of the upward 
trend in industrial production witnessed during September and 
October but, by and large, declines have been no more than 
of normal proportions for this time of the year. One of the 
best single indexes of general business is railway freight traffic, 
and recent performance of this series of figures is in pleasing 
contrast to that of a year ago. For instance, car loadings for 
the December 12 week last year were 54,009 below those of 
the week containing July 4, whereas this year the December 10 
figures registered a gain of 104,266 cars from the July 4 low 
point. While it is true that some types of trade data have 
been somewhat disappointing, it does appear significant that 
at least a start toward better times seems to have been made, 
and seasonal factors in coming months can be counted upon to 
help along the movement. 


The one industry that has been showing vigorous advances 
in production in recent weeks is found to be the automobile 
field, output for the week ended December 17 scoring a gain 
of 44 per cent over that of the preceding six days and amount- 
ing to almost three times the production for the corresponding 
week of 1931. Of course, expansion has not been in reflection 
of larger consumer demand; but has merely been in anticipa- 
tion of dealers’ needs of new models for display purposes 
coincident with the January shows. The trade itself is moder- 
ately optimistic that 1933 will witness a definite turn for the 
better, as is evidenced by Chevrolet’s plans for a 500,000-unit 
production in the coming year as against slightly less than 
400,000 units turned out in 1932. The coming automobile 
shows will afford the first evidences of probable public buying 
during the next several months as well as indicate which com- 
panies will be likely to secure the greater part of the available 
business. Following the New York show, an analysis of the 
entire situation will appear in THe FinanciaL Wor.p, at 
which time it should be possible to draw specific conclusions 
concerning the various security issues. 


If precedent has any value, there is consolation in reviewing 
the recent inactivity and drift of the market. There comes a 
period following all major depressions when the force of 
liquidation has been spent, when inflated values have been 
defiated, when the robust spirit of boom times reverses itself 
into the depths of gloom and despair, and the lack of initiative 
and aggressiveness brings a stalemate that is typical of our 
present dilemma. For almost three months the market has 
deviated »ut little from the narrow channel into which it 
settled after the August-September rise, which might be 
credited to revived spirits in at least finding that the bottom 
had been reached and passed in July. There has been little 
incentive to move prices higher. News of an adverse character 
has been far in the majority. But the market stands still. To 
report that the stock market in the week of December 14-21 
dropped $950 millions in value only counteracts proportionately 
small gains in earlier weeks. So far, December shows a gain of 
$80 millions. Going back to November 1, current valuations 
are but $10 millions lower. The early days of October showed 
equivalent price levels. These, of course, represent a drop from 
the September highs of $8 billions but are also $7 billions 
above the July lows. The market drifts while consolidating 
its position. Trading was at a continued slow pace for a 
turnover of 1.79 per cent. Loans in their small proportions 
show the loan ratio to be but 1.61 per cent. The average price 
of all listed stocks is $17.69 a share and the borrowings against 
them 28 cents a share. 
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Debunking 
Technocracy 


HEN any individual, or a group 
W: them, has been detected adding 

grief, worry and fear to the minds 
of a troubled people during these trying 
times, no effort has been lost in squashing 
and stifling and prosecuting the guilty. 
When, however, another group started 
flaunting a red flag before our noses 
under the guise of impressing us with the 
dangers visiting our capital system and 
price system, the propaganda was too 
well shielded with respectability and the 
high-sounding name of Technocracy to 
permit immediate detection of iis radical- 
istic origin which the red flag more 
truly symbolizes. 

Striving for brevity, Technocracy states 
its case in the basic postulate ‘‘that the 
phenomena involved in the functional 
operation of a social mechanism are metri- 
cal.”” In ever day language this or- 
ganization, formed in 1920 by recruiting 
scientists, technologists, physicists and 
biochemists, who were otherwise out of 
work, undertook the collection of data 
on the physical functioning of the social 
mechanism on the North American Con- 
tinent. After twelve years, during which 
that same continent was making the 
greatest progress in its history, they are 
prepared to render their conclusions to 
the effect that the machine age has de- 
feated us, the price system is doomed, 
and that national bankruptcy faces us 
in a period of months. All of this alarm- 
ing information gains a hearing through 
its exposition in several revivified maga- 
zines, particularly one to which the name 
of a national figure has recently been 
associated. There is danger in the fact 
that by prolonging the agony in monthly 
instalments, the much-feared collapse 
which they pretend to forestall might 
well occur before the series is completed. 
In lighter vein it is considered in the 
publishing trade as an answer to a circu- 
lation manager’s prayer. 


Down with the Machine et al 


Garbed in the added respectability of 
occupying an unused and empty room in 
the halls of Columbia University, the 
motivating barter of thought is none the 
less engaged in the musty hang-outs in 
Greenwich Village where its leader, 
Howard Scott, can always summon his 
lieutenants. Scott, who has had an ob- 
scure career always just outside the en- 
gineering profession and sans degree, is 
today acclaimed as a leader in new 
thought. Let the truth be told, they are 
neither new nor are they truthful nor 
accurate. The trouble is that in these 
days of despairing psychology, they are 
too readily accepted without challenge as 
to their origination, propagation and sub- 
stantiation. Now, supported by sen§a- 
tional data derived from a single track 
research, Mr. Scott is able to renew his 
attack on capitalism, which was nearly as 


1932 


DECEMBER 28, 


By 
WILLIAM 


EALY 
Z 


vociferous years before all this supporting 
evidence was accumulated. Congressional 
records contain reports in connection 
with the building of Nitrate Plant No. 2 


at Muscle Shoals during the World War, 


which reveal Scott as an incompetent 
workman in a cement pouring gang. 
There is no need to besmirch the name 
but it is due time that those lending moral 
as well as financial support to this danger- 
ous propaganda recognize the part they 
are playing in it and so helping to bring 
about that feared end which can grant 
them no immunity should it eventuate. 

Technocracy, if it could be credited 
with an honorable purpose and con- 
structive ambitions, would have to be 
regarded as another of the big mistakes 
of the past few years. That is confusing 
the conditions with the times. It is dis- 
tressing enough to have to admit to our 
extensive unemployment and the pos- 
sibilities of its becoming more acute 
under our present means of handling the 
problem, but it is un-American to resign 
ourselves to the futility of ever again 
enjoying ‘‘normal”’ conditions when the 
majority of our population can honestly 
labor and be compensated for it. We 
have a hard fight ahead, but we have 
yet to wince from engaging in a deserving 
conflict and have yet to come out of it 
with anything but victory. 


Peeking at the Facts 


There are a few bald facts that Tech- 
nocracy can not ignore. During the years 
of its research from 1920 to 1930, a larger 
percentage of persons were gainfully em- 
ployed on the later than the earlier date. 
If this be considered too short a period 
of time to measure the influences of 
machinofacture, reference to the census 
figures will show the following record of 
percentage of persons gainfully employed 
starting with 1880, 34.7 per cent; 1890, 
37.2 per cent; 1900, 38.3 per cent; 1910, 
41.5 per cent. Due to conditions brought 
on by the war, the 1920 figure dropped to 
39.4 per cent and in the latest ten years 
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covered, a slight gain to 39.8 per cent 
was recorded. Thus in the past fifty 
years of our history there has been a gain 
of 5 per cent in the proportion of persons 
employed in the face of a gain in popula- 
tion of 140 per cent and the greatest 
advancement of machine production in 
the history of the world. 


How the Machine Has Helped 


The technogogue would have us believe 
that the strangulation of industry has 
been in direct proportion to the individual 
adaptation of the machine in its produc- 
tive activity. The reader no doubt has 
already fixed in his mind the divergent 
trends in the various industries, which 
would classify one as being in the ascend- 
ency while another is classed as decadent. 
Taking the comparative records for the 
years 1920 and 1930, which coincide 
with the life span of Technocracy, we 
find that in several industries the per- 
centage of total persons employed has 
increased in the decade. These industries 
and their records are as follows: 


Industry 1920 1930 Change 
Paper, Printing...... 4.7% 6.7% +2.0% 
ree 5 5. +1.8 
Automotive......... 4.5 5.4 +0.9 
14.6 15.0 +0.4 
Glass, Stone......... 2.7 3.1 +0.4 


The above industries typify those that 
have engaged most intensively in the 
adoptation of the machine in their pro- 
duction. Their scientific progress is not 
disproportionate to their ability to furnish 
employment to an increasing number of 
our working population. To compare 
their record with that of our laggard in- 
dustries (which for the same period show: 
leather, —0.02 per cent; lumber, —0.4 
per cent; and textiles, —4.8 per cent) 
would hardly support the theory that the 
machine has been destructive to jobs. 
Agriculture, where the machine has 
made the smallest inroads has by con- 
trast the greatest overproduction prob- 
lem. The greater volume of production 
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in industry made possible with the aid 
of the machine has demanded that ex- 
tended services be rendered in the trans- 
portation, distribution and selling of 
these products, in which divisions the 
percentage of persons gainfully em- 
ployed has increased from 35 per cent in 
1920 to 42 per cent in 1930. 

The inexpert exaggerations of Technoc- 
racy have aroused prompt contradiction 
from the experts within the many indus- 
tries who would ordinarily have passed 
them over without gracing them by the 
mere mention, if they were not so serious 
and condemning. One of the revelations 
of Technocracy was that “In pig iron 
production, one man working one hour 
ean do what it took him 650 hours to 
accomplish 50 years ago.” In order to 
prevent misinterpretation of such un- 
qualified statements by the layman, 
John H. Van Deventer, editor of The Jron 
Age, offers the following, “In 1929 there 
were produced in this country, 42,613,983 
tons of pig iron, 24,960 workers being 
employed for this purpose. The output 
per annum was 1,710 tons per worker. 
If Technocracy’s statement be true, one 
worker in 1879 could have produced a 
little less than three tons per annum or 
one-six-hundred-and-fiftieth of the pres- 
ent individual worker's output. But in 
1879 there were produced in this country 
3,070,875 tons of pig iron. If Tech- 
nocracy’s generalization were true, we 
should have had to have a force of more 


than 1,050,000 workers to do this, or 
nearly one-half of all the men, women 
and children gainfully employed in all 
manufacturing industries of the United 
States at that time. As a matter of fact, 
instead of 1,050,000 there were 41,695 
then so employed.”’ Those are facts and 
not frightful suppositions. 

When the electric motor was being in- 
troduced to skeptical industry forty years 
ago, there were 69 workers per thousand 
of population employed in all of our 
manufacturing industries. These same 
manufacturing industries, after four de- 
eades of electrification, automatization 
and concentration could claim more than 
72 workers per thousand population. 
Taking a closer view, there were 383 
gainfully employed out of every one 
thousand population in 1900 and after 
thirty years of intensified efficiency in 
manufacture we find the number ad- 
vaneed to 398, a gain of 15 per thousand 
of population. Thus it would appear 
that the advent of the machine bas in- 
creased the density of employment rather 
than diminished it. 

That ours is a transition era there is no 
disputing. We do not live as our fore- 
fathers did. We could not do so, and this 
would be proved if the test were made. 
A eentury ago four-fifths of our popula- 
tion was engaged in agriculture—the 
great majority engaged in producing the 
bare necessities of life. A steady and con- 
sistent decline in this percentage has gone 


on through the years because of opening 
up of better lands and the abandonment 
of poor land, and improvements in the 
methods of production. The transition 
from agrarian to industrial pursuit finds 
the former utilizing about 20 per cent of 
our working population against the 
earlier 80 per cent. The shift, in jts 
progressive stages, has released greater 
numbers for the production of commod- 
ities and services going to make up our 
present day living standards. Old in. 
dustries have disappedred while others 
have sprung up to take their place if not 
actually to displace them. Thus we come 
to know the meaning of the word progress, 

To retrace our steps because of a few 
years of dislocated industry, maldistriby- 
tion of purchasing power and the pro- 
vocative mutterings of a few self-desig- 
nated guardians of our future, would be 
ridiculous. In our race for better living, 
our ill-timed sprint in the closing years 
of the past decade took the wind out of 
us. We are steadily regaining our com- 
posure and strength and when we resume 
the race of progress it will be with re 
newed vigor. We may glance over our 
shoulder behind us occasionally without 
breaking stride but when we do so it 
will be to see Technocracy groveling in 
the dust and removed as a contender until 
another depression gives it the courage 
to rise to its feet again for only a fleet- 
ing recognition from otherwise reserved 
and conservative business builders. 


How Soon Can Atchison Resume Dividends? 


unquestionably one of the strong- 

est of the American railroads, both 

as a well entrenched transportation prop- 
erty and a corporation with an impreg- 
nable financial position. As of October 
31, 1932, current assets amounted to 
$46.9 millions while current liabilities 
totaled only $13.3 millions. Investments 
in stocks and bonds of other than affiliated 
companies amounted to $23.7 millions. 
A recovery in general business activity of 
modest proportions should be sufficient 
to enable the road once more to realize 
earnings well in excess of preferred divi- 
dend requirements. Consequently, it 
would appear that Atchison common 
stock should be one of the first, and prob- 
ably the first of the non-dividend rail 
stocks to be restored to a dividend basis. 
Since the directors of the company 
have indicated that dividends will not be 
paid at a cost of impairment of the At- 
chison’s very strong financial position, 
resumption of dividend payments on the 
eommon stock will probably have to 
await an increase in the road’s earning 
power over 1932 levels. For the first ten 
months of 1932, the Atchison realized net 
income equivalent to $4.14 per share of 
5 per cent preferred stock, which was just 
a trifle short of covering preferred divi- 
dend requirements for the period. The 
probabilities are that the road will report 
small net income applicable to the com- 
mon stock for the full year, but the earn- 
ings per share of common will scarcely 
exceed $1, and may not be above 50 cents. 
The Atchison paid a total of $2.50 per 
share in dividends on the common stock 
in 1932 before suspending disbursements. 


"Ts Atchison, Topeka & Santa Fe is 


The last payment was $1 per share on | 
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June 1, 1932. While no definite predic- 
tion ean be made concerning the views of 
the road’s directors as to what degree of 
improvement in earnings would be neces- 
sary to justify resumption of dividend 
payments on the equity shares, it would 
seem rather likely that annual earnings 
approaching $4 a share on the common 
would be considered the minimum. 

Gross revenues of the Atchison, To- 
peka & Santa Fe for 1932 will probably 
total somewhat in excess of $130 millions, 
say $133 to $135 millions. In 1931, gross 
totaled $181 millions and net income per 
share of common stock amounted to 
$6.96. If expenditures were at the same 
rate as in 1931, gross of about $173 mil- 
lions would be necessary to produce net 
income equivalent to $4 per share on the 
eommon stock. However, many savings 
have been effected since 1931, and it is 
possible that earnings of close to $4 a 
share would be realized in 1933 if gross 
revenues should increase to about $140 
millions. 

A 10 per cent increase in gross over the 
indicated 1932 figure would bring gross 
revenues up to about $145 millions. 
While an increase in gross would prob- 
ably result in some increases in ex- 
penditures, particularly for maintenance 
work, it appears probable that as much as 
$9 millions of a 10 per cent increase in 
gross would be carried through to net. 
This would be sufficient to bring earnings 
per share on the common stock up to 
about $4. The Atchison management has 
continued to hold its maintenance stand- 
ard at a high level, with the result that 
the road has comparatively little ‘‘de- 
ferred maintenance” which must be made 
up when increased revenues permit. It 


is quite possible that an increase in gross 
of 7 per cent, or even less, would be 
sufficient to bring the road’s earnings 
up to the $4-mark. 

The prospects for an increase in tha 
road’s gross revenues in 1933 naturally 
depend to a rather large degree upon de- 
velopments in the general economic situa- 
tion, but there are special factors which 
enter. In the first place, the last half of 
the calendar year is much more important 
from an earnings standpoint to the At- 
chison than the first six months. For the 
first half of 1932, the road showed a 
deficit of almost $2 millions. The prob- 
abilities are that there will be a net loss 
for the first half of 1933, even if general 
conditions show some improvement. Con- 
sequently, there will probably not be any 
very reliable basis for forecasting the 
results for the full year 1933 until the 
third quarter, which is the period of sea- 
sonally heavy traffic movement on the 
road’s lines. Thus resumption of divi- 
dend payments on Atchison common 
stock during the first half of 1933 does 
not seem likely. 

One unfavorable factor must be recog- 
nized. It is rather early to kill the 1933 
winter wheat crop, but weather condi- 
tions in a large part of the winter wheat 
belt up to date have been decidedly un- 
favorable, and the present indications are 
that the 1933 crop will be even smaller 
than that of 1932 which was far below 
normal. If this proves to be true, the 
Atchison’s gross revenues and net earn- 
ings for 1933 are not likely to exceed 1932 
results unless the effects of the indicated 
crop failure are offset in other parts of the 
road’s extensive territory by general im- 
provement in business conditions. 
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Part I of a discussion of the problems 
faced by holders of defaulted bonds 


By Georce H. Dimon 


HEN bonds default, the unhappy 

owners are usually at a serious 

disadvantage in attempting to 
ascertain their best course of action. In 
most cases they receive at least one cir- 
cular letter requesting cooperation with 
some group in an effort to work out a 
readjustment. When these letters are 
brief and easily digested, in most cases, 
they do not contain enough information 
to permit the bondholder to obtain a 
clear picture of the situation of the de- 
faulting company; when they contain 
adequate information, it is usually buried 
in about four pages of small type and 
technical phraseology. Secarcely one 
bondholder in a hundred is likely to have 
either the patience or the ability to wade 
through the maze of technicalities and 
emerge with a clear understanding of the 
situation. Even when a clear concept of 
the existing situation is obtained, it is 
often not easy to decide what should be 
done. When a protective committee 
solicits deposits, should the request be 
granted or refused? Situations of this 
sort are often complicated by disputes 
and conflicting claims as between manage- 
ment and minority interests or outsiders, 
management or banker protective com- 
mittees and independent committees, and 
other interests. 


What Course to Pursue? 


While the best decision as to the bond- 
holders’ proper course of action is fre- 
quently dictated by peculiar circum- 
stances of the individual case, there are a 
number of basic considerations which may 
well be borne in 


estate bondholders have learned to their 
sorrow in recent years. However, the 
existence of a mortgage lien is of great 
importance when bonds default, since it 
earries the right of foreclosure, which 
generally means that the bondholders can 
“freeze out’ the junior bondholders 
and stockholders if they wish. The ad- 
vantages of foreclosure are usually less 
clearly defined for the holders of second, 
refunding, or general mortgage bonds, 
since they can only force a sale subject to 
the prior claims of the 


effecting a refinancing plan calling for 
25 per cent cash payment and 75 per cent 
exchange for new notes. If substantially 
all of the noteholders accept this arrange- 
ment, receivership should be avoided. If 
the ‘“‘hold outs” persist in their attitude, 
they will probably force a receivership. 
Prospects of substantial recovery on 
these notes in a reorganization after 
receivership, which would probably mean 
foreclosure of the mortgages, seem very 
poor, since the road has a large mortgage 
bond indebtedness, and the unsecured 
general creditors would probably not 
realize very much on their claims. 

In considering the advisability of a 
forced reorganization through legal action 
as against a voluntary readjustment, it 
is always well for security holders of all 
classes to remember that reorganizations 

carried out under the 


first mortgage bond- 
holders; and in a de- 
faulting company, 
their equity is likely 
to be so thin that rela- 
tively little will be 
left to satisfy their 
claims after the first 
mortgage liens are 
satisfied, or allowed 
to stand. The own- 
ers of collateral bonds 
can obtain possession 
or cause the sale of 
the collateral, which 
may or may not be 
particularly valuable; 
if it is not of sufficient 
value to satisfy the 
bondholders’ claims, 
they merely become general creditors for 
the difference. Holders of unsecured de- 
bentures or notes are, in any event, only 
general creditors in a reorganization. 
Consequently, it is usually to the ad- 
vantage of junior mortgage bondholders 
and debenture or note holders to get 
together with the other creditors, and the 
first mortgage 


mind and which 
will often be of 
great assistance 
to the investor in 
making up his 
mind as to the 
best course to 
pursue. One of 
of the most fun- 
damental is to be 
found in the dif- 
ferences between 
the status of a 
first mortgage 
bond, that of the 
junior mortgage 
bond or collateral 
bond, and that of an unsecured de- 
benture or note. These differences do 
not seem of great importance to the in- 
vestor as long as the corporation is 
prosperous, but when the company finds 
it impossible to meet interest or prin- 
cipal charges, they stand out in bold 
relief. 

In the final analysis, even a first mort- 
gage is no better than the earning power 
of the mortgaged property, as many real 


DECEMBER 28, 1932 


bondholders, if 
any, and work 
out some plan of 
readjustment 
without fore- 
closure. The pro- 
posed voluntary 
readjustment for 
the St. Louis-San 
Francisco is a 
case in point. 
Now that the 
road is in receiv- 
ership, it appears 
very doubtful 
that foreclosure 
ean be avoided, 
but the junior mortgage bondholders will 
certainly fare much worse if the mortgages 
are foreclosed than they would if the 
voluntary readjustment plan could be 
consummated. An illustration of the 
weak position of the holder of a defaulted 
unsecured debenture or note is to be 
found in the Nickel Plate situation. The 
6 per cent notes of this road are in default 
as to principal due October 1, 1932. Con- 
siderable progress has beer made in 


supervision of a court 
are almost always 
very expensive, in- 
volving as they do 
large court fees, legal 
fees, receivers’ fees, 
and other expense. In 
view of this considera- 
tion, even first mort- 
gage bondholders 
sometimes find it to 
their advantage to 
make some _ conces- 
sions to the junior in- 
terests and effect some 
sort of voluntary re- 
adjustment without 
foreclosure. 

Different classes of 
bonds are subject to 
varying types of readjustment after de- 
faults occur. Railroad bonds, public 
utility bonds, industrial bonds and real 
estate bonds are all subject to different 
formulas of reorganization procedure. 
This has been true for many years of the 
railroads, in view of the strict control 
exercised by the Interstate Commerce 
Commission over railroad finance, and 
other factors, but the readjustments made 
after default, or in order to prevent de 
fault, are now even more strongly differ- 
entiated from readjustments made in 
other industries in view of the fact that 
practically ali rail financing and refinane- 
ing is now being done with the aid of the 
Reconstruction Finance Corporation. 


A New Teehnique 


The new technique which has been 
developed as a result of the R. F. C.’s 
participation in rail bond readjustments, 
since the beginning of the period in which 
the railroads have been unable to obtain 
financing from the customary sources in 
view of the depression influences, has 
been discussed in a number of articles 
covering individual railroad situations. 
Suffice it to state that, under present con- 
ditions, there is usually no desirable 
alternative to acceptance, by the bond- 
holders, of the readjustment plans ap- 
proved by the Interstate Commerce 
Commission and the R.F.C. management. 

Publie utility finanee has not been 
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under as strict control by the regulating 
bodies as that of the railroads, particu- 
larly in the ease of the holding companies, 
whose financial operations, until recently, 
have come under relatively little scrutiny. 
Operating company finance, including re- 
organizations, is subject to the approval 
of the state public service commissions, 
and in the case of certain companies, the 
Federal Power Commission. The state 
boards have, for the most part, jealously 
guarded the security holders’ rights where 
they have jurisdiction, although the in- 
vestigations of some state bodies have by 
no means been as thorough as those of 


the I. C. C. in respect to railroad finanec- 
ing plans. The tendency in this field is 
toward much stricter public regulation of 
new financing and financial readjustments. 

Holding companies, industrial and mis- 
cellaneous concerns are not subject to 
regulation of financing by state or federal 
bodies except insofar as they may be 
subject to anti-fraud laws. Consequently, 
the investor in bonds of companies of 
these types does not have the guarantee 
that his rights will be guarded in a re- 
adjustment or reorganization that is fur- 
nished by the strict regulation of the 
financial operations of railroads and most 


types of public utility operating com. 
panies by administrative bodies clothed 
with broad powers by federal or state 
statutes. As a result, the holders of 
securities of these unregulated companies 
sometimes have to make a strenuous fight 
for their rights in order to obtain equit- 
able treatment in reorganizations. 


AAA 


Part II of ‘‘ When Bonds Default” which 
will appear next week will discuss the 
mechanics of reorganizations and the steps 
which bondholders can take to protect their 
interests—TuE Epirors. 


Measuring the Trade Movements 


HE basic principle underlying any 

attempt to evaluate the importance 

of regularly appearing statistical 
data such as electrical power production, 
ete., is the establishment of an ideal 
figure which will represent the normal 
expectation. The first step is the selec- 
tion of a period which may reasonably be 
considered as normal. Reverting to 
Graph I, which also appeared last week, it 
will be seen that the 5 year period (1924- 
28 inclusive) is the most recent group of 
years that fits that specification. As the 
electric power production figures by weeks 
were not available in that period, it is 
necessary to treat the subject on a 
monthly basis in order to ascertain the 
seasonal trend. To that end, the volume 
in each month has been averaged over tiie 
5 year period, for the reason that no single 
year in the group could rightly be con- 
sidered as an ideal. 

The next step consists of a series of 
comparisons of each monthly average 
with that of the next preceding month, 
the results expressed in percentages 
being set down in chronological order. 
In Graph III below these results are in- 
dicated by horizontal lines. 

The figures in juxtaposition to the 
horizontal lines are the modifiers which 
are to be applied to comparisons of cur- 
rent reports when they appear. The 
perpendicular lines are added for the pur- 
pose of showing the part played by each 
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month in every year in producing these 
average normal expectation figures. 
Upon receipt of a monthly report of the 
volume of electric power production, 
calculate the percentage of the volume to 


that of the next preceding month. Assume 
that the report is for the month of Novem- 


ber, showing a volume of 6,850,000,000 
vs. 6,580,000,000 K. W. H. in October, 
or an increase of 4.1 per cent. Note the 
normal expectation on the accompanying 
chart—101.4 per cent for the month of 
November. Next proceed by the simple 
mathematical formula: 104.1 per cent + 
101.4 per cent. The result is 102.65 per 
cent, or 2.65 per cent better than the 
normal expectation. The September 
volume was almost precisely the same as 
in August. The formula would be: 
100.0 per cent + 102.7 = 97.38 per cent 
or 2.62 per cent below expectation. The 
foregoing method was used in producing 
the dotted lines on Graph II which ap- 
peared last week. The month of April 
this year is an interesting contrast to the 
illustrations given, the decline in volume 
from the previous month being 19.4 per 
cent. The formula therefore was: 80.6 
per cent + 97.9 per cent = 82.3 per cent., 
or 17.7 per cent below the expectation. 

Through the use of the expectation 
figures set down in the chart and the 
formula given in the preceding paragraph, 
observers who wish to do so may readily 
determine whether changes in the monthly 
volume exceed or fall short of the seasonal 
trend. 


Epitor’s Nore: The next instalment 
of this series will deal with the question of 
adapting electric power production monthly 
expectation figures to the weekly reports. 
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Amortization— 


The Debt Solution? 


* Continuation of the present foreign debt arrangement appears 

impracticable in the light of existing conditions, and some 
new scheme will probably be evolved. The one which is outlined 
here provides for settlement without cancellation, and appears to 


be workable. 


The author, who is now a member of the New 


York Stock Exchange firm of Benjamin, Hill & Co. was formerly 
Financial Editor of the New York World. 


By S. S. FONTAINE 


between the proposal made by Mr. 

Bainbridge Colby, Wilsonian Sec- 
retary of State, in Boston last December 
3, and a plan suggested by the writer to 
President-Elect Roosevelt on November 
17, lies a reasonable solution of the war 
debt problem. 

Under the Colby Plan the nations 
would pool the debt against which bonds 
would be sold. This is the essence of 
the suggestion made to Mr. Roosevelt. 
The amortization of these bonds in a 
period of approximately fifty years is 
a feature upon which both plans are in 
thorough agreement. But his idea that 
the nations in cooperation with the 
United States should set aside from the 
amounts now devoted to armaments a 
fixed sum yearly to pay amortization 
requirements is novel, workable and a 
direct step towards ultimate world paci- 
fication. It is a heartening and con- 
structive proposal—for the two problems 
of arms reduction and debt readjustment 
are insolubly linked. 


the it seems to me, 


Parallel Points 


On other points the plans, in their 
premises and conclusion, run closely 
parallel. Mr. Colby is quoted as saying: 

“The United States, although a ecred- 
itor nation, would agree to make an an- 
nual contribution equal to a percentum 
of its army and navy expenditures for 
1932, which would be equal to, or have 
a just relation to, the sum paid by the 
principal debtor nations. We would do 
this as our contribution to an effective 
and practical reduction in world arma- 
ments. Furthermore, it would be an 
act of cooperation with our debtors in 
liquidating this great mass of debt, and 
in coping with a situation that is world 
embracing. The United States would be 
the eventual and ultimate recipient of 
the sums paid in, as obviously in the 
consolidation of the total intergovern- 
mental debts, the final and effective 
figure would be the net indebtedness. 

“This plan could hardly be stated 
more generally, but its details, both legal 
and mathematical, could readily be 
worked out. It would involve no new 
taxation, but only the better application 
of revenues which, in the darkest year 
of the depression, it has been found pos- 
sible to create. It would mean a for- 
ward step toward reduced armaments, 
when to date no step whatever has been 
found practicable. Perhaps as an alterna- 
tive to repudiation, which is unthink- 
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able; to cancellation or revision, which is 
impossible—and to the existing scheme 
of payments, which we are assured by the 
debtor nations cannot be continued, 
this proposal has something in it worthy 
of examination.” 

My suggestion to Governor Roosevelt 
included the following: 

‘‘Congress and the American people 
will never consent to debt cancellation 
though they eventually give assent to 
modification along rational and construc- 
tive economic lines based to a great de- 
gree on a corresponding restriction of 
armaments. The two questions are 
insolubly linked. 

‘It seems to me that if a basis of 
modification is reached somewhere about 
the amount due us under the Young Plan, 
some scheme could be worked out where- 
by we might accept from Europe a ges- 
ture of eventual payment in low interest 
bearing bonds with indeterminate matur- 
ity. In this connection there should be 
established an International Sinking 
Fund to reduce the principal as cireum- 
stances may warrant. This would be 
similar to the character of British Consols. 

“As a mere tentative suggestion let 
us consider a two and one-half percent 
interest rate, of which one and one-half 
percent could be apportioned to the 
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This 


Sinking Fund for amortization. 
would very materially reduce the prin- 
cipal, if not wipe it out entirely in a period 


of years. Our statistician figures that 
on a debt of $10.8 billions, a one and one- 
half per cent interest rate a year turned 
over to the Sinking Fund would retire 
the debt in sixty-six years without com- 
pounding the interest which would be an 
essential feature of the Plan. I do not 
vouch for these figures but they are 
somewhere near correct. The re-invest- 
ment of the yearly interest compounded, 
it is suggested, would reduce the period 
to about fifty years. All of this is a mere 
inexpert thought which the Government 
actuaries would work out accurately. 

“‘At least this Plan would prevent the 
flotation here of new foreign bonds which 
would certainly follow cancellation. Of 
one thing we are all certain—the Amer- 
ican people for generations to come must 
carry a disabled veteran on one shoulder. 
They will never consent to carry a stal- 
wart foreign soldier on the other.” 

To render the plan more workable and 
helpful in the channels of international 
trade it would seem that it would be wise 
to allow our neighbors of the world to 
accumulate foreign exchange through 
the medium of commercial credits estab- 
lished by trade relations. 


Calgary Refuses to Pay 
Exchange Premium 


HE City of Calgary, Alberta, Canada, 
which is faced with a maturity of $2.6 
millions debenture bonds on January 1, 
finds the payment of the premium of 
about $300,000 for New York funds too 
bitter a pill to swallow, and according to 
latest reports will offer payment in 
Canadian funds despite the fact that the 
bonds are clearly stated to be payable in 
United States dollars. Although the large 
discount on Canadian funds means a 
substantial increase in the burden of 
Canadian bond debtors, especially when 
principal maturities can not be re- 
financed by new bond issues in the United 
States market, this is the first instance 
of refusal by a Canadian government or 
municipality to pay the premium to 
obtain the New York funds required to 
meet obligations on bonds containing the 
“gold clause.’”” The only Canadian 
corporations which made a similar refusal 
are now in receivership. 
Public sentiment in Calgary is clearly 


against payment of the premium, which 
is readily understandable, since it is 
stated that such payment would mean a 
five-mill increase in the tax rate for 1933. 
When informed that a group of taxpayers 
were about to file a suit to prevent the 
city authorities from paying the premium, 
the city attorney commented that he 
was reluctant to defend the suit, since he 
feared that he would win the case. How- 
ever, the threatened suit apparently was 
not necessary, since the City Council 
voted eight to two against payment in 
United States funds. 

Although overburdened taxpayers 
everywhere will have a feeling of sym- 
pathy for the citizens of Calgary, it ean 
not be denied that the action of the City 
Council, if adhered to, sets a most un- 
fortunate precedent. It is, after all, 
nothing more or less than unilateral debt 
repudiation. It is generally agreed that 
this is not the proper method for solving 
the pressing financial problems of the day. 
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POSITION THE BOND MARKET 


The Outlook for Various Classes of Bonds’ 


Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 


Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dee. 
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GENERAL reaction in second 
A grade railroad bonds of rather 

broad scope followed the announce- 
ment last week of a receivership for the 
Central of Georgia Railway Company. 
The bonds of this road naturally re- 
corded the largest declines, but there 
were also sharp drops in the market for the 
junior bonds of such railroads as Southern 
Railway, Soo Line, Missouri Pacific, 
Chicago & Western Indiana, Great 
Northern, Erie, New York Central, 
Louisville, & Nashville ard Western 
Maryland. The junior mortgage bonds 
of the parent company, the Illinois 
Central, which owns practically all of the 
common stock of the Central of Georgia, 
also declined although the receivership 
should have no major effects upon the 
Illinois Central system. 

The sharp repercussions of the receiver- 
ship upon the market for second grade 
rauroad bonds were somewhat surprising, 
since it had been generally conceded for 
some time that the Central of Georgia 
would have to seek the protection of the 
courts. The effects of the announcement 
may be regarded as a demonsiration cf 
the vulnerability of the present market 
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position of junior rail liens. The reason 
given by the president of the Illinois 
Central for the appointment of a receiver 
for the Georgia Central is interesting; he 
stated, ‘‘The Central of Georgia has been 
borrowing from the Reconstruction Fin- 
ance Corporation and finally ran out of 
collateral to secure loans.”’ 

Numerous other railroads are running 
short of collateral for R. F. C. loans, and 
this has led to strong support for pro- 
posals that the R. F. C. Act be amended 
to permit loan advances to railroads 
without collateral. On the other hand, 
many economists adhere to the position 
that the roads which are falling far short 
of covering fixed charges had best under- 
go capital readjustments, since nothing 
will be gained in the long run by adding 
indefinitely to indebtedness in order to 
meet current charges. Supporters of this 
view will attempt to obtain new federal 
legislation permitting recapitalizaticns 
with the assent of twc-thirds of the out- 
standing bonds. This would facilitate 
reorganizations since minority bond- 
holders would not be able to cause delays 
or precipitate receiveiships. 

It is interesting to note the number cf 
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eases in which strong parent companies 
have allowed important subsidiaries to go 
into receivership rather than advance 
funds to protect their equities. The out- 
standing examples are the Pennsylvania 
and the Wabash, the Southern and the 
Mobile & Ohio, and more recently, the 
Canadian Pacific and the Wisconsin 
Central as well as the case discussed 
above. While this policy may not be 
universally followed, it suggests that it 
is unwise to rely solely upon strong 
affiliations in times like the present. 

The most constructive recent develop- 
ment in the bond market was the excellent 
reception accorded to the new issues of 
bonds of the States of New York, New 
Jersey and Illinois. The demand for 
these issues, in spite of the fact that they 
were all sold on a very low yield basis, 
was very gratifying. The New York 
State loan was awarded on an average 
interest cost to the State of only 3.0273 
per cent, a low record. The other and 
less favorable side of this picture is the 
fact that these low rates reflect the 
existence of large idle funds which ¢c:e 
either unable to obtain or afraid to scck 
employment in industry. 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Name of Issue 


Mississippi Valley Public Service Co...... 
New York, Stateof...... es 


BONDS CALLED THIS WEEK 


(“xcept in cases of entire issues called amounts 
called for less than $10,000 are not included) 


Name of Issue 


Cutler Securities Corp. of Del........... 


Havana, City of 


Idaho, State of, State Highway......... 
Note.—Coupon paying agents or trustees will supply complete list of bond numbcrs called for redemption. 


Amount Interest Offering Yield or 

Offcred Date Price Basis 
$20,000,000 D. 3.00-4.15 
2,000,000 J.&D 92 5.63 
5,000,000 I-.&JI 1.00-3.40 
30,400,000 J.&D 0.75-3.15 

Call Date 

Amount Price Payable 
$20,000 100 Jan. 1, 1933 
32,000 100 Jan. 1, 1933 

112,700 100 


Jan. 1, 1933 
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the Toledo Light & Power and the $20 millions 5 per 
- eent notes of New England Power Association which fell 
due December 1, 1932, practically completed major public 
utility financial operations for the year 1932. During the year 
the electric and gas utilities were called upon to pay upwards 
of $377 millions in maturing obligations. Of this total all but 
about $22.5 millions have been taken care of. The maturity 
problem for the coming year should be less difficult as only 
$208 millions of utility issues fall due and the majority of these 
are operating company issues which can be refunded with first 
mortgage issues which the market can readily absorb. 

Utility financial operations in prospect present a more cheer- 
ing picture than those in retrospect. Despite the importance 
that is attached to utility bond maturities, they often play a 
small part in determining the financial integrity of the utilities. 
Investor indulgence can usually be relied upon to smooth the 
way for those companies which find themselves unable to raise 
the necessary funds to retire maturing obligations. Few com- 
panies were forced into the hands of receivers during the year 
1932 because of their inability to 


P vie tote in full of $35 millions of 5 per cent notes of 


UTILITY 
Bank Loans 


and 
Bond Maturities 


By JAmes C. DELONG 


called in these loans. The company was unable to pay and 
immediately sought the refuge of receivership. The same thing 
happened in the case of the Middle West Utilities Company 
although on a much larger and more complicated scale. 
Throughout the year 1931 and the initial months of 1932 the 
company was called upon to provide additional collateral secur- 
ing its bank loans due to the shrinkage in market prices of these 
securities. When it had no more acceptable collateral, the banks 
were forced to take action to protect their loans. 

The policy of calling these loans by the banks has caused 
bitter feeling among utility security owners as it is felt that a 
more lenient attitude should have been adopted in view of the 
fact that fair value of pledged collateral as distinguished from 
market value was far in excess of the amounts advanced the 
distressed utilities. This is a moot point. It is true that one 
major function of a commercial bank should be to aid legiti- 
mate business during periods of financial stress. Just how far 
this policy should be carried, however, in the interest of the 
business and without jeopardizing bank depositors’ funds 
must remain a determinant of bank management. 

While bank borrowing by the 


meet bond maturities. Yet 1932 
will long be remembered as the 
year of distressing utility casual- 


UTILITY MATURITIES AND- LOANS 


utilities is an undesirable form 
of short term financing and in 


ties. 
On January 2, 1932, receivers 
took possession of the $200 mil- 


Company: 
American & Foreign Power. . 


certain instances may be re- 
garded as a dangerous policy, 
where the general credit stand- 
ing of a utility company is satis- 


1933 Bank 
Maturities Loans 


. . {$9,000,000 $50,000,000 


lion American Commonwealths American Gas & Electric. ..... {5,000 none factory the presence of bank 
Power Corporation. Two months American Power & Light... ... $464,000 none the sheet should 
later Missouri Kansas Pipe Line American Water Works & Elec. 125,000 2,100,000 eause no alarm to_ securit 
Associated Gas & Electric. .... 16,506,000 none y 
sought the refuge of the courts. Brooklyn Union Gas.......... none none — ; 
On April 15 came the crowning Cities Service................ {604,000 756,000,000 § Many companies have pur- 
disaster of the year with the col- Columbia Gas & Electric... ... {325,000 23,500,000 posely resorted to bank borrow- 
lapse of the Middle West Utili- Commonwealth & Southern... . {11,138,000 none ings during the present period 
ties Company and this was fol- Consolidated Gas of N. Y...... none *22,800,000 due to the relatively high costs 
lowed in close succession by Consolidated Gas of Baltimore . none none of long term capital. This policy 
Appalachian Gas, Allegheny Gas, Commonwealth Edison........ will undoubtedly be followed 
Mississippi Valley Utilities, Fed- Detroit Edison............... 10,000,000 none —_—until conditions in the securit 
ppl Edison El. Illum. of Boston. ... 40,000,000 none dl y 
eral Public Service, National Electric Bond & Share........ none none . mar ets improve and long term 
Electric Power and National  flectric Power & Light........ $9,512,000 $21,250,000 financing on favorable terms is 
companies was troubled by bon General Gas & Electric....... 706, none n the accompanying tabula- 
maturities although Middle West International Hydro-Electric... {1,428,000 [6,680,000 tion, the 1933 maturities and 
did default on its $10 millions Long Island Lighting.......... $140,000 **17,400,000 present bank loan position cf the 
June 1 maturity. What then National Power & Light....... 157,140 none principal utility holding and 
was the stumbling block? Niagara Hudson Power....... 145,000 20,500,000 operating companies of the coun- 
North American.............. t11,026,000 none led. B dl 
canCommonwealths Power. Due pacific Lighting.............. none none these loans are not excessive and 
to conditions which obtained Peoples Gas, Light & Coke... . none none ean be cleared up under normal 
during 1930 and 1931, the capi- Public Service of N. J......... $14,414,000 none conditions in the financial mar- 
tal securing machinery of the Southern California Edison... . none none ._ kets. 
company failed to function ade- Standard Gas & Electric...... $18,538,000 Not available In nearly every instance a 
quately. When need for new Stone & Webster............. 11,924,000 $6,200,000 corporate liaison exists between 
funds became more pressing the Tampa Electric. .............. 593,000 aoe creditor banks and debtor utili- 
obvious expediency of borrowing nited Light & Power........ {1,507,000 3,600,000 of cooperation and protection to 
money from the banks and se- Utilities Power & Light........ none §18,310,000 owners of utility securities; an 


curing these loans by pledge of 
securities as collateral. Alarmed 
by the constant shrinkage in col- 
lateral value, the banks suddenly 
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*As of June 30, 1932. tAs of April 30, 1932. tEntirely Subsidiary. 
§$4,050,000 of which secured by pledge of —— credit in London. 
**Bills and accounts pavable as of Dec. 31, 1931 


interval of improvement in the 
security markets should provide 
the opportunity needed to clear 
up these obligations. 
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BuLLs 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Allied Chemical 4. “Bt” 


Recent weakness in Allied Chemical has 
been credited to persistent short selling on 
the premise that the Exchange will ulti- 
“ mately foree the company to give a 
detailed list of its huge investment ac- 
eount. Allied has carried this investment 
for the past several years at slightly above 
$90 millions and in the 1930 report stated 
that the cost was less than the then 
market value, but in 1931 it was stated 
that the cost was in excess of the market 
value at that time. This is as would be 
expected in view of the severe deprecia- 
tion in leading securities. Allied could 
not help but report a tremendous shrink- 
age in these values if it accedes to the 
Exchange ruling, and a fair idea of this 
depreciation can be had in comparing 
with the total market decline from the 
$90 billions at the 1929 peak to $15 
billions at the July lows of this year, a 
depreciation of more than 80 per cent. 
Allied could get around the Exchange 
ruling by carrying the investment at $1 
but even this would represent a consider- 
able shrinkage in the high book value 
now shown by the company. 


AMERICAN ICE, after a series of deduc- 
tions, has finally melted the dividend en- 
tirely, so that expansion plans can be 
carried out in diversifying the company’s 
business. 


American Smelting 4 ag 


The more searching and vigorous demand 
by the Stock Exchange officials that 
reports be made more informative finds 
an early response by American Smelting 
& Refining. The policy of including many 
forms of revenue in the item of ‘‘other 
income” where this represents a substan- 
tial part of the total, was followed by 
American Smelting because of its invest- 
ments in both controlled and uncontrolled 
companies. Smelting has therefore re- 
vised its income account and balance 
sheet for 1930-1931 and the first half of 
1932 to segregate these items. The item 
of ‘securities of and advances to affiliated 
companies at cost or less,” which was 
earried at $30.5 millions as of June 30, 
is shown to consist of $71,887 for com- 
panies controlled and about $30.4 mil- 
lions for companies not controlled. The 
latter includes investments in General 
Cable, Revere Copper, Mining Trust, 
Ltd., and Mount Isa Mines, Ltd. The 
investment in companies not controlled, 
which was carried at $28.4 millions at the 
end of 1930, amounted to $30.4 millions 
at the end of 1931. No dividends were 
received from controlled companies in the 
first half of this year but other income 
from sources listed above was $402,532. 
This ruling by the Exchange is relatively 
unimportant during this period of stag- 
nant trade, but the greater clarity of the 
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reports when normal conditions again 
prevail will permit more intelligent analy- 
sis of the stock’s worth. 


AMERICAN TYPE FOUNDERS di- 
rectly reflects the inertia of the printing 
trades in reporting a net loss of over $6 
millions for the year ended August 31, as 
compared with a profit of $463,131 a year 
ago. 


Bendix Aviation 4 =" 
The policy of write-downs of capital 
has gained another recruit in Bendix 
Aviation, which recently pared down 
eapital from $52.4 millions to $10.5 mil- 
lions, thus transferring the $42 millions 
to surplus which, in turn, is allowing the 
company to write down to $1, patents, 
patent rights, contracts and good-will 
currently carried on the books at $37 
millions, thus placing a nominal value on 
this portion of its assets. The latest 
balance sheet as of September 30 recorded 
total assets of $62.5 millions; with this 
action taken the forthcoming report will 
show this to be reduced to slightly over 
$25 millions, although the compensating 
factor will be entered in the liability side 
in the reduction of eapital. Current 
assets as of this latest report amounted 
to $8.5 millions of which $3.7 millions 
were in cash and marketable securities 
against current liabilities of around $1 
million. Though now reflecting the dull- 
ness of the motor trade, Bendix should be 
quick to respond to any stimulation of 
activity by improvement in its earnings. 


BRUNSWICK TERMINAL continues to 
go deeper into the red with each quarterly 
statement, and this one-time speculative 


RATING CHANCES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


Commons: 
Amer. Radiator ....... C+ toC 
General Asphalt....... Cc toD+ 
Inter. Harvester....... B toC+ 
Standard Gas & Elec. ..C + to C 
Preferreds: 
Amer. Radiator....... B toC+ 
Beatrice Creamery..... B toC+ 
Inter. Harvester....... B+ toB 
McCrory Stores....... B toC+ 
Standard Gas & El. $6 
B toC+ 


Standard Gas & El. $4..C + to C 
Universal Pictures..... Cc toD+ 


favorite offers all of its common shares for 
about $16,000 at current prices. 


Canada Dry 4 


The wet sentiment has been taking its 
innings from the soft drink stocks and is a 
threat for the future, but the present 


difficulties of these companies is begin- 


ning to bear down heavily in the diminu- 
tion of earnings and the lowering of 
dividend as witnessed in Canada Dry 
during the week. In cutting the rate from 
$1.20 annually to $1 by a declaration of 
25 cents for the quarter, it can not be 
expected that earnings for this year will 
afford any sizeable coverage for this new 
rate in that earnings for the first nine 
months amounted to only 76 cents a 
share. Some idea of the inroads of de- 
pression upon this industry can be 
gleaned from the Department of Com- 
merce reports, which show the value of 
non-alcoholic beverages produced last 
year dropping to $210.4 millions from 
$265.4 millions in 1929, a decline of 20.7 
per cent. Competitive conditions numer- 
ically have declined about the same pro- 
portions with the number of establish- 
ments declining from 5,154 in 1929 to 
4,237 last year, although the competition 
given to those companies represented by 
listed securities has been decidedly greater 
and is at once apparent in a comparison 
of the earnings of Canada Dry, which in 
1930 amounted to $6.64 a share. These 
factors have not discouraged the formula- 
tion of pool activities in the issue to prey 
upon the imagination in so far as the ulti- 
mate distribution of beer is concerned. 
Any revenues gained from this source 
are subject to an offset in perhaps greater 
losses from present revenue vehicles. 


CATERPILLAR TRACTOR’S 50 cent 
dividend looms large in contrast with its net 
loss of $1.2 million for the first eleven 
months of this year. 


Colgate Palmolive 4 “C+” 


With only 13 cents a share earned in the 
first half of this year, any other reason 
given for the reduction in dividends from 
$2.50 to $1 by Colgate Palmolive would 
appear superfluous, but directors ex- 
plained this conservatism as allowing for 
maintaining large and aggressive selling 
campaigns. The company has now in- 
troduced a plan for plant rehabilitation 
and improvement which can be advan- 
tageously undertaken because of prevail- 
ing low prices. There may be a hint in 
this of another change in dividend policy 
when directors meet next month if the 
stockholder can be allowed to read behind 
the lines, for earnings will not support 
the present rate and the yield of over 
10 per cent expresses the views of many 
who feel that the dividend will soon be a 
matter of historical record. 
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CREAM OF WHEAT declared an extra 
dividend of 25 cents a share in addition to 
the regular payment of 50 cents, duplicating 
the action taken a year ago in spite of earn- 
ings that will show considerable shrinkage 
this year. 


Drug Inc. A “C+” 


Occasional spurt in the stock of Drug 
Inc. is attributed to buying on the pre- 
sumption that a friendly solution of the 
Liggett lease problem will be worked out 
shortly. Whether this is accomplished 
through a more lenient view taken by the 
Landlord’s Committee, or the transfer of 
these difficulties to an outside unit, would 
alter the final outcome but little. Drug 
would have smooth sailing without this 
heavy ballast, for with the rental account 
of its chain running about $8 millions a 
year a 25 per cent reduction would in- 
crease Consolidated earnings by about $2 
millions a year, or the equivalent of 57 
cents a share on the stock. Having earned 
89 cents a share in the second quarter fol- 
lowing $1.30 in the first quarter, these 
added profits would represent the differ- 
ence between fully earning and not earn- 
ing the $4 dividend, concerning which 
doubts are expressed in the prevailing 
yield of over 12 per cent offered by the 
stock. 


GENERAL BAKING’S scant coverage for 
the $2 dividend, together with the increasing 
competition with which the company must 
contend, questions the permanency of the 
present rate. 


General Mills 4 “B+” 


Price weakness in the stock of General 
Mills can hardly be attributed to other 
than tendencies sympathetic to move- 
ments of the general list or a reflection of 
the weakness in other flour stocks which 
have earnings records that can not be 
compared with the showing made by this 
management. Aggressive merchandising 
of old lines and the introduction of new 
ones, combined with operating efficiency, 
permitted General Mills to show earnings 
for the year ended May 31, 1932, of $3.92 
a share as against $3.71 in the 1931 fiscal 
year, despite a falling off of net sales from 
$123 millions to $87 millions. Intensive 
advertising has awakened new demands 
in the American market which more than 
offset the losses from export trade. In 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
1...... Sound Bonds ... 
Il. ... Sound Preferreds 

Ill. . Sound Common Stocks .. 

IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


connection with its present advertising 
campaign stressing a special type of cake 
made by its baker clientele, the records 
show an above-normal consumption of 
26 million eggs, 1,500,000 pounds of sugar, 
and 531,000 pounds of flour in the week of 
November 23. With indicated ample cover- 
age for the $3 dividend, the yield of 8 per 
cent is attracting new buyers to the stock. 


GENERAL MOTORS is building up a 
large potential group of customers for its 
products with 366,000 shareholders com- 
prising the official family who now prefer 
to buy stock while deferring their motor car 
purchases. 


Gobel 4 


Basis for the earlier activity centered in 
the stock of Adoph Gobel, when it was 
shown that the earnings deficit had been 
measurably reduced in the thirty-six 
weeks ended July 9, is given complete 
contradiction in the report it just issued 
for the year ended October 29 which 
shows the net loss for that period to be 
$322,067 as against a net loss of $28,610 
in the preceding fiscal year. Net sales 
which a year ago amounted to $35.7 mil- 
lions dropped to $23.9 millions, with 
costs, expenses and depreciation eating up 
practically all of this revenue in leaving 
an operating profit of only $31,690 as 
against $559,404 last year. Now that 
the pool supporters have left the stock 
on its own, the public belatedly recog- 
nizes the ballyhoo as being a lot of 
bologna. 


INT. HYDRO-ELECTRIC’S directors 
announce that no action was taken with 
respect to resumption of dividends of the 


class A shares; despite earnings of $3.44 
for the twelve months ended September 30, 
the stock sells below $6 a share. 


International Tel. & Tel. 4 “| 


Working control of the L. M. Eriecson 
Telephone Company, one of the prize 
holdings of the late Ivar Kreuger, has 
been secured by International Telephone 
& Telegraph from the liquidators of 
Kreuger & Toll, thus ending any relation- 
ship, as well as any further payments, on 
the stock. The Ericeson holding thus 
represents $18 a share to International, 
and while the company may ultimately 
benefit from the returns received in this 
original $11 million deal the money might 
better have been used in reducing bank 
loans. For the nine months to September 
30 International reports a consolidated 
net loss of $1.4 millions, which compares 
with a net income of $6.6 millions for the 
corresponding period of 1931. A large 
portion of this loss can be explained in 
the depreciation of foreign exchanges, 
although from the low point of telegraph 
and cable revenues in July (the lowest 
since 1917), there has been only mild 
improvement and no evidence of any 
sustained upward trend. Of this total 
loss, $1.1 million was experienced in the 
third quarter and so far as the closing 
quarter can be judged, nothing other than 
a substantial loss can be anticipated for 
the full year. 


LIGGETT & MYERS is expected to 
declare the usual $1 extra early in the new 
year despite a shrinkage in earnings esti- 
mated at around 7 per cent. 


Loew’s 4 “Cc 
Outstanding weakness in the shares of 
Loew’s follow the revelations that boom 
day salaries and bonuses were still being 
enjoyed by those close to the top. The 
prospect of lower earnings in future 
reports because of a more rapid amortiza- 
tion policy, and a disturbing lack of 
patronage, have aggravated the decline. 
Then, too, the report of its subsidiary, 
Metro-Goldwyn Pictures, for the fiscal 
year ended August 31, showing a drop in 
net profit to the equivalent of only $18.78 
a share as against $38.71 in the preceding 
year, removes the possibility of those 
generous melons they have been receiving 
(Please turn to page 621) 


THE FINANCIAL WORLD’S CORPORATE EARNINGS BAROMETER 


Current Future Current Future Current Future 
Earnings Earnings Earnings Earnings Earnings Earnings 
mpared Compared Compared Compared Compared mpa 
With a With With a With With a With 
Year Ago Present Year Ago Present Year A: Present 


GAmusements .......9 Electrical Equipment ..D 
Automobile, Passenger @Food Companies... . .D 


@ Automobile,Commercial e« GLeather and Shoes... 


Chemicals .........9 
QCoppers.... . 


Farm Equipment... . 


* Changed from last week, 


@Machinery and Tools . .B 
Merchandisers... ... .D@* 

QOffice Equipment . . . 

QPublic Utilities... .. .Be 


QGRailroads .......... 


‘Bx * Railroad Equipment. . . 


Dp 
QTire and Rubber... . .B 


@ Seasonal trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


be revised 
of corporate earni 
present as a base. 


as warranted by developments. The left hand indicator shows by its tion above or below horizontal (or neutral), the current status 
$ as compared with their respective positions one year ago. 


he right hand indicator is a forecast of future earnings, 
his indicator attempts to answer the question, how will conditions in the near term future compare with the present? 
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SECURITY SELECTIONS 


FOR INVESTORS 


EQUIPMENT TRUSTS 


ITH a record which approaches 
WV ite of high grade government 

bonds, railroad trust certificates 
represent the safest class of investment 
in the field of railroad securities. The 
majority of such railroad equipment trust 
certificates have been issued under the 
so-called Philadelphia Plan, which was 
devised to overcome certain legal difficul- 
ties in the laws of Pennsylvania and other 
states which prohibited conditional sales 
eontracts. In resorting to this type of 
financing of new equipment, the railroad 
has first to secure the authorization of the 
Interstate Commerce Commission. In 
most instances authorization for an 
amount of 75 per cent of the cost of the 
rolling stock is given, the balance being 
paid by the company from other sources 
and which might be regarded as a down 
payment. 


An Exception to the Rule 


An exception to this general practice 
are the certificates originating from 
governmental advances made to the 
United States Railroad Administra- 
tion during and following the war; in 
those eases the certificates were some- 
times issued in an amount equalling the 
original cost of the equipment. A bank 
or trust company is designated as trustee 
for the certificate holders, and takes care 
of all the legal problems involved in the 
trust agreement, collects dividends (so- 
called under the Philadelphia Plan, but 
really amounting to interest), installment 
payments on the principal and at the ter- 
mination of the trust, it transfers title 
to the rolling stock to the railroad com- 
pany. As indicated by each coupon of 
such certificates the holder is really the 
owner of the security underlying the trust 
agreement, and does not merely hold a 
mortgage on these properties; ‘“divi- 
dends”’ received thereon are actually 
rental on property. 


AS 


INVESTMENTS 


Such certificates are generally issued 
for a period of fifteen years, and principal 
is repaid in equal annual or semi-annual 
installments which take care of the total 
amortization of the issue at the end of the 
fifteen-year period. In a few exceptional 
eases where the proceeds are used for 
special equipment or rebuilding of equip- 
ment with a probably shorter than nor- 
mal life, the certificates are issued for less 
than fifteen years. As the normal life of 
rolling stock is greatly in excess of the 
usual fifteen-year period, the equity be- 
hind the trust certificates increases from 
year to year-as the total amount of cer- 
tifieates outstanding decreases with the 
annual repayments. Of course, the rate 
of depreciation has to be taken into con- 
sideration to determine at any time the 
value of the equity behind any specific 
issue. Railroad companies in the aggre- 
gate apply an annual rate of 31% per cent 
for depreciation for their rolling stock, 
which would indicate a life for such 
equipment of thirty years, or twice the 
period for which the trust certificates 
are issued. 


The Specific Guarantee 


A specific guarantee by the issuing 
railroad company covering payment of 
principal and dividends which appears 
on each certificate offers additional secur- 
ity to the investor. This guarantee makes 
the certificates an obligation of the rail- 
road company and protects the holder in 
ease the railroad should for special rea- 
sons decide to discard part of the rolling 
stock and feel it advantageous to refuse 
to pay rental. 

A study of railroad receiverships cover- 
ing the past fifty years reveals the re- 
markable fact that there is not a single 
ease of a substantial loss for holders of 
such equipment certificates. This in- 
cludes the receiverships of Reading, At- 
chison and Great Northern in 1895-96, 


EQUIPMENT TRUST CERTIFICATES FOR INVESTMENT 


Year Currently 
Company of Amount out- 
Issue Authorized standing 
——000 Omit 
Illinois Cent. R. R. 
5s. Series H..... 1922 $3,255 $1,085 
N. Y. Central R. R. 
1920 13,829 2,768 
N. Y., New Haven & 
Hartford 5s..... } 1925 3,645 1,822 
. Missouri, Kansas & 
Texas Ry. 6s..... 1920 1,261 252 
Western Maryland 
1920 856 171 


Original 
Cost of Net Yield 
Equip- Installment Matu- on Asked 
ment Payments rity Price 
$4,072 $217,000 Feb.1 1937 6.50% 
18,233 922,700 Jan.15 1935 5.75 
jf 121,000 Jan. 1 
4.987 { July 1} 1940 6.00 
1,269 84,100 Jan.15 1935 6.00 
858 57,100 Jan. 15 1935 7.50 


Western Pacific in 1916, Chicago & Alton 
in 1922, Chicago, Milwaukee & St. Paul in 
1927 and Wabash in 1931. In all thege 
instances the status of the equipment 
certificates was not disturbed by the re. 
ceivership procedure and reorganization, 
and they were finally paid in full. 

An interesting recent case is that of the 
Seaboard Air Line Railway Company, 
which in October, 1931, defaulted on 
equipment trust certificates, of which 
it had at that time about $23 millions 
outstanding. Lack of sufficient cash and 
the impossibility of securing bank loans 
were responsible for this default. How- 
ever, as the equipment was absolutely 
necessary to continue operations of the 
railroad, the receivers and holders of 
other securities immediately took steps 
to provide satisfactory protection for the 
holders of equipment trust certificates, 
The essentials of the formulated plan 
were as follows: all certificates maturing 
from October 15, 1931, to December 31, 
1934, were exchanged for receivers’ cer- 
tificates, while all certificates maturing 
later were left undisturbed. These re- 
ceivers’ certificates are secured by a first 
pledge on the equipment originally placed 
thereunder and in addition they were 
made a first lien on the company’s prop- 
erty prior to its general mortgage bonds 
aggregating $119.6 millions (but junior to 
divisional mortgages of about $32.3 mil- 
lions). As further protection the plan 
provided that all pending and other fore- 
closure procedures on the part of bond- 
holders should be postponed until Febru- 
ary 1, 1935, and dividend payments 
should be resumed immediately under 
adjustment of all arrears. As over 95 
per cent of certificate holders consented 
to the plan, it became effective and cur- 
rently dividends are paid on all equip- 
ment certificates and receivers’ certificates 
of this railroad company. 


The Investors’ 
platform 


EFORE the investing public 
B ean feel assured of the exis- 

tence of the fullest measures 
for its protection, THe FinawciaL 
Wor.p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 


insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 
A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 


adoption, a copy of which will be 
- mailed to any interested investor. 
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Correr is in the doldrums and out- 
wardly the industry is wearing a dourful 
expression. All this woe begone feeling 
arises from the refusal of several foreign 
companies to curtail production. The 
two most prominent seceders from the 
curtailment pact were Katanga and Roan 
Antelope, whose properties are located 
in Africa. This split in the copper ranks 
is a bitter pill for the American com- 
panies to swallow since it was due in 
large amount to American capital that 
these African properties were developed. 


W uen our leading copper producers 
were dreaming of their copper empire 
with its tentacles spun all over the world, 
little did they think that some of their 
offsprings would turn upon them in the 
hour when they felt the pressing necessity 
of cutting down production until the 
enormous stocks above ground have been 
whittled down. Like players on the 
stage, they may feel like hissing under 
their breath: ‘‘the villains.” 


How ill are the times that we have 
fallen upon! Now has come along a court 
ukase ordering Radio’s principal stock- 
holders, General Electric and Westing- 
house, to divest themselves of their radio 
shares. General Electric is already taking 
this action, and the melon it is cutting for 
its shareholders is the size of a dried plum. 
It amounts to the equivalent of only 76 
cents a share. Westinghouse will follow. 


Nor more than three years ago Radio 
sold as high as $114 a share. Those were 
the golden days of hectie speculation 
when all over the country, shrines to 
Mammon were erected. That was the 
time when melons were melons and they 
provided many a feast. Why could it not 
have been that this amputation was 
ordered then? This must be the soliloquy 
of the General Electric and Westinghouse 
shareholders when they turn to appraise 
the worth of their dried-up plums. 


Wrirs most currencies left to drift on 
the sea of uncertainty as to their dollar 
exchange value, an opportunity is pre- 
sented to sharpers to turn this unsettle- 
ment to their pecuniary advantage. It 
also has opened the door to an additional 
means of bootlegging—by selling currency 
under the prices set by the countries 
which have enforced restrictions on the 
foreign exchange of their money. This 
undercover dealing can only be shriveled 
up when the world turns from managed 
currency to the gold standard again. 


W: ARE approaching the period when 
the perennial forecasts will appear. Being 
in an era of underconsumption and over- 
production, we can probably expect a 
much lessened crop of such predictions. 
The truth is that everything is so topsy 
turvy and all at sixes and sevens, that 
all those given to forecasting have 
little in the way of definite factors to 
which to anchor their opinions. 
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N EVERTHE- 
LESS, when 
baby 1933 
opens its eyes 
on a troubled 
world it will 
be borne 
around in a layette of hopes even if 
optimism is at a low ebb. Most of us are 
already so shell shocked from our being 
catapulted from prosperity into drastic 
deflation that we are immune from further 
blows and can view our prospects in a 
more philosophical spirit. At least we can 
say without practising too much Couéism: 
“‘Things have been so bad they can not 
become much worse, so they must gradu- 
ally grow better.” We can say that 
without attempting to become prophets. 


Savznat years ago Colonel Leonard P. 
Ayres, the Cleveland economist of wide- 
spread audience, was the author of a 
chart showing that every crisis and panic 
ended, and was followed by an expansion 
that exceeded all preceding ones. That 
graph was hung in many shop windows 
and on the walls of banks to cheer on- 
lookers to hope for better times. Even 
its author must have felt so inclined, as 
otherwise he would never have prepared 
it. But his optimism has since been 
tapering away. The Colonel now avers 
that 1933 will be one of slow improvement 
and its fate lays entirely in the laps of the 
politicians. 


Tar prospect is not very encouraging, 
for as wet nurses for ailing industry, 
politicians have not been successes. At 
different times in the past three years it 
was within their: power to act construc- 
tively, but they failed the country in its 
critical periods. Now that the people 
have voted for a ‘‘new deal,” what a 
wonderful opportunity presents itself to 
Roosevelt for real and courageous leader- 
ship. He has the chance of becoming one 
of our greatest presidents or greatest blun- 
derers. Will he rise to his opportunity? 


Tuer is considerable logic in the 
opinions of some of our noted authorities 
that deflation can be carried too far. 
That seems to be the present tendency, 
and it is not conducive to increasing the 
spending potentialities of the people. 
Every dollar cut away from operating 
costs means a corresponding decline in 
circulating media. Money must circulate 
to produce buying power. It may be all 
right to assert that economy and curtail- 
ment is unavoidable, but it should not 
remove the thought that we would get 
much further if some moderate inflation 
could be encouraged to start money 
moving more freely. 


Tcanocracr: mysterious word with a 
mysterious meaning. One can almost see 
a magician pulling something from his 
sleeve—a new animal born from the 
machine age—probably a Belgian hare 
breeding, so prolific that unless killed off 


Bonds 
for Investment 


In our current list of offer- 
ings, private investors and 
financial institutions will find 
bonds suitable for practically 
every investment requirement. 


This list includes bonds di- 
versified as to type, maturity 
and other investment consider- 
ations, and at varying yields. 


Ask for our pamphlet 
“Investment Suggestions” 


Chase Harris Forbes 
Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


STOCKS AND 
COMMODITIES 


Folder explaining margin require- 

ments, Commission charges and 

trading units furnished on request. 

Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


BROKERAGE SERVICE SINCE 1898" 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 


Members 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Member; New York Curb Exchange 
60 Wall Tower, N. Y. ‘Tel. WHitehall 4-6400 


POINTS ON TRADING 


and other valuable information for 

investors and traders, in our helpful 
booklet. Ask for K-6 

Accounts carried on conservative margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 


Exchanges and New York Curb nge 
115 Broadway 230 Park Ave. 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa 
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“SQUARE” TALKS 


RIVING past several filling 

stations I noticed large 
banners with these words: Say 
yes! 

Aside from exciting curiosity, 
this advertisement shows quite 
an insight in mob psychology, 
for it is the easiest thing in the 
world to say yes. 

It takes character and in- 
dividuality to say no. 

It would be an overstatement 
to say that we have been 
“‘vessing”’ ourselves into our 
present depression—but we shall 
certainly not be ‘‘yessing”’ our- 
selves out of it. 

The decided NO to the Euro- 
pean overtures for cancelation 
may mark the turning point. 

Do not let glib panaceas for 
your difficulties lead you to 
take the easy road—stiffen your 


individual backbone and learn 


to say the difficult word: No. 

Remember it was a negation 
which won the war: ‘*They shall 
not pass!” 


' it will put all workers out of jobs. It is 


supposed to be the discovery of Einstein- 
like economic philosophers with pro- 
fessorial degrees, and a matter on which 
they have been at work for more than 
twelve years. They now state that they 
are prepared to give the revelations to 
an eager world in search df the causes 
that made the floor fall from under its 
feet. 


Tue subject has been receiving more at- 
tention than it deserves and also to have 
been swallowed by gulps before finding 
whether it was digestible. Every so 
often the world is ripe for some ism, 
doctrine or fad, call it Coueism, mesmer- 


v 


ism, or a new era of economics, but when 
it comes to its senses the world feels 
ashamed for allowing itself to have been 
fooled. 


Tecunocracr is now in the process of 
being debunked. Keen news hounds have 
uprooted some interesting facts about its 
author. Instead of finding a mushroom 
they have discovered a toad stool. Its 
author has never had a college degree, 
was an incompetent worker, and there 
never have been (as claimed) fourteen 
savants at work gathering the ‘‘facts”’ of 
technocracy. Yet the inventor of the 
idea has been able to set the world at its 
ears with his unverified statistics. 


Oil Prices Break the 
Mid-Continent Field 


HE anomalous crude price situation 

created on October 15 by higher 
posted quotations on the part of the 
majority of purchasers in the mid- 
continent existed for exactly two months, 
during which time efforts to further re- 
strict production were only partially 
successful. On December 15, the Texas 
Company withdrew its higher schedules 
and posted new prices averaging lower 
than the rates in effect prior to October 


The public utility system of... 


Standard Gas and Electric Company 


serves 1,662 cities and towns of twenty states... combined 
population 6,000,000...total customers 1,603,403 ...installed 
generating capacity 1,587,682 kilowatts... properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 


Electric Bond and 
Share Company 


Two Rector Street 
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15. The new prices were quickly met by 
other purchasers and in some instances 
even lower quotations appeared. Thus 
for the present, East Texas crude is 
posted at 75 cents a barrel, West Texas 
at 50 cents, and Oklahoma at a top of 
77 cents a barrel. 

The problems and uncertainties con- 
fronting the industry for the fall and 
winter months were clearly outlined in 
the September 21, 1932, issue of THE 
FinanciaL and the immediate 
impasse preceding these price cuts was 
discussed and the lower prices predicted 
in the December 14 issue. The break 
in crude prices has been accompanied 
by further weakness in gasoline markets, 
and with demand running 10 to 15 per 
cent below last year and aggravated by 
normal seasonal factors there is no present 
assurance that both crude and refined 
products will not see even lower price 
levels in the not distant future. 


Effects on 1932 Earnings 


The effects of these latest developments 
upon 1932 earnings will practically be 
limited to whatever inventory charge- 
offs may prove necessary at the year-end 
to bring inventory values into line with 
current quotations. These charges will 
vary among the different companies, 
according to volume of stocks carried and 
methods of handling inventory account- 
ing. The aggregate percentage of im- 
provement in total year’s earnings over 
1931 is likely to be less impressive than 
the gains indicated in the nine months 
reports, because of the recent price cuts 
and the fact that the fourth quarter of 
last year was helped by considerable 
improvement in prices over the levels of 
the summer months of that year. 

Although lower oil prices logically fore- 
east lower earnings, or even deficits, 
it is by no means certain that present 
conditions will be prolonged throughout 
the principal consuming season of 1933, 
since the lower prices may have a salu- 
tary influence upon enforcement of the 
needed curtailment of crude output and 
refining operations. 
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Board Room Brevities 


Or Gossip a Customers’ Man Hears 


W. K. HenpsErson, he of the violent attacks upon the chain stores, is now bankrupt 
himself. . . . How about declaring December 15 an International holler day? . 
That large A. & P. order for cans that was split two ways last year between A. C. and 
C. H. is going all A. C. for next year at a stingy price. . . . You have to be one of the 
“four hundred”’ to get a Cadillac sixteen next year. . . . The Michigan election on 
November 8, which was the first to go Democratic in 80 years, may be declared null 
and void because of illegal handling of the ballots. . . . That stock swindler of the 
clergy, Dan O’Connell, has been seen recently getting blisters on the coal pile in 
Sing Sing prison. . . . Not to be outdone by the copper interests, more and more 
letters are coming to hand typed on cotton cloth letterheads. ... . One of the chains 
is offering to pay the rent on its stores in preferred stock which it bought in during 
its more prosperous days. . . . After Secretary Ogden Mills showed the committee 
that beer would not bring in more than $125 millions they were left sadder budweiser. 

. That change in advertising agents by that leading ciggy company caused 85 
employees of the former agent to go out looking for jobs. . . . Representative 
McFadden who sought the impeachment of President Hoover for negotiating repara- 
tions and war debt moratorium had recommended this same policy himself six 
months before acted upon by the White House and, by the way, what became of his 
Investment Trust? . 


Sam Insutu has been buying himself $3 suits of clothes and brother Martin is being 
sued for $2 million by Chase National. . . . Four formerly heavy traders, each 
worth millions, signed affidavits at the office last week swearing they are broke 
and could not pay their income taxes. . . . The same day that the Roxy Theater 
canceled the $4,000 a week contract of Mrs. Anna Case Mackay, blaming it on ill- 
ness while she is in perfect health, the Mackay Companies omitted its dividend. . . . 
In 1929 we were told stocks would go up, buy! and buy! but now we are told they are 
going up by and by. . . . A cigarette company is dickering with George M. Cohan 
for a series of 13 broadcasts; bid, $7,500; asked $10,000. . . . That big department 
store that had its window all frilled up with the sign reading, ‘‘There’s nothing 
more gracious than a gift from France,” had a busy midnight untrimming party after 
Fifty million Frenchmen went goofy. . . . At that heated meeting of Loews that 
revealed the amount and number of big bonus payments being made, Thomas N. 
Perkins of American Tel. replaced Hartley L. Clark as director, who, it will be re- 
membered, outbid the telephone subsidiary for Fox when it was being given the 
hammer treatment... . 


A. E. Lercourt’s $100 million shrunk to $25 hundred and his last venture in the 
movies, producing ‘“‘Manhattan Towers,” is being given a damp reception. . . . 
There are going to be many and important changes in the banking and brokerage 
business as the year turns. . . . Gimbel Brothers have their Saks refinancing taken 
eare of, get Ken Collins, and are inaugurating a bureau of standards in their Philly 
store & la Macy. . . . China has placed an order for 10,000 machine guns, or $2 
millions worth. . . .”S too bad about that former broker who has just enlisted in the 
Army in order to get his board and keep and get away from it all. . . . Beware that 
questionnaire from Germany asking that you list your plants, officers and what have 
you, for that single line at the top in German type makes you pay at the rate of 
$1.40 a line after it is signed by an officer and returned. . . . The White House 
lawns are now brilliantly lighted at night with a patrol of eight watchmen on duty 
at all times. . . . A powerful banking lobby is peddling its wares in Washington. . . . 
Over two million Havana cigars were produced last month for ladies. . . . Warner 
Brothers have found a means of utilizing their empty playhouses, for there was 
such a crowd at the proxy meeting they had to move it over to one of their 
theaters. . . . Andy Mellon is buying up famous paintings in Russia, and the 
household effects of the late czar are in this country seeking buyers. 


J oHN Raskos is in training down Florida way for a come-back campaign. . 

Those urgent demands for low numbered motor license plates by the politico are 
almost eliminated this year for they do not desire this notoriety or easy means of 
detection. . . . After that glowing speech of that movie prexy about prosperity 
returning he was hardly seated back in his office when he gave walking papers to 35 
of his staff—maybe that is what he had in mind. . John J. Curry, by name, has 
been given the job of reorganizing the Republican party in New York City, and if he 
make a good job of it he might tackle his namesake’s Tammany Hall. Pennsy 
Railroad is getting ready a rubber-tired car with a lightweight Diesel-electric unit 
for motive power. . . . Those 7,800 pounds of tea placed in the Morgan vaults 
had the folks winking at each other last week. . . . Those Mussolini funds for restora- 
tion work are being donated by S. H. Kress. . . . Times are truly not so hot when 
that leading furnace company’s sales drop from $20 millions to $5 millions. .. . 
Mississippi license tags have locks on them for 1933. . Jobn D., Jr., has 
purchased the adjoining land to Sr.’s Florida abode so that they ¢ can | spend t their 
winters together after this. a 
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Future 
Market 
Trend 


We will be pleased to place 
your name on our mailing 
list for our 


Tri-Weekly 
Stock Letter 


It contains short, concise 

comment on the more 

active listed securities. 
Ask for F. W. 557 


John Muir&@ 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 


New Decline 
Ahead? 


Send for copy, free, of our 
** Stock Market Outlook”® 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


LOoTs 


(10-20-50 Shares, etc. 
ORDERS EXECUTED IN ODD LOTS 
AND 100 SHARE LOTS SECURING 
DIVERSIFIED INVESTMENTS” 


Private Wires Direct To All Markets 


JAMES E. BENNETT & Co. 


Members: New York Stock 
Board of Trade— AU 
Brokerage Service 


332 So. LaSalle St. Telephone Wabash 2740 


WHAT STOCKS 
TO BUY NOW! 


(™ RRENT buying advices of 15 leading 

economists summarized in our latest 

Bulletin. Also prices at which authorities 

advise purchase. | 
VERY investor should have this : 
special list of outstanding stocks 

as selected by the country’s leading Stock 

Market Authorities before acting in the 

present market. 


‘Send for Bulletin FW-19 FREE! 
(Please print name and address) 


United Business Service 
210 Newbury St. 
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COMING DIVIDEND MEETINGS 


_ TUESDAY, DECEMBER 27 


(Pid. & 
Manufact 
Crowell Publishing (Pfd.) 
WEDNESDAY, 
Amer. Shipbuilding (Pfd. & 
Com.) 
Bandini P 
Commonwealth Tel. Co. 
(Pfd.) 
Illinois Commercial Tel. 
— Telephone Co 


Hartford 
Hershey C 

Lane Bryant, (Pfd.) 
Michigan Elec. Pwr. (Pfds.) 
Norfolk & Western Ry. Co. 


(Pfd.) 
U. S. Smelting (Pfd. & Com.) 
DECEMBER 28 


New Jersey Zinc Company 
Pacific Lighting 


(Pi) 


THURSDAY, DECEMBER 29 


Buffalo General 
Fireman’s Fund Ins. 
(Cal) 


FRIDAY, DECEMBER 30 


American Home Products 
Faultless Rubber Co. 


Southern California Edison 


TUESDAY, JANUARY 3 


Adams-Millis (Pfd. & Com.) 
Alleghany & Western Ry. 
Amerada Corp. 

Borden Company 

Brookmire Investors Inc. 
Brown Shoe (Pfd.) 

Bunte Bros. (Pfd.) 2 
Central Illinois Securities 
Century Ribbon Mills (Pfd.) 


Cluett, Peabody & Co. 
Colgate-Palmolive-Peet 
Columbian Carbon 

Concord Gas Co. (Pfd.) 
Exchange Buffet 

Interstate Dept. Stores (Pfd.) 
Melville Shoe ron (Pfds.) 
National Tea (Pfd.) 

Salt Creek Producers 


WEDNESDAY, JANUARY 4 


Amer. Alliance Ins. Co. 

Amer. Machine & Foundry 

Atlas Powder (Pfd.) 

Beneficial Ind. Loan Corp. 
(Pfd.) 


Gt. American Ins. Co. (N. Y.) 
American Investment 


Tune Sol Lamp Works (Pfd.) 
West Penn Electric Co. (Pfds. ) 


THURSDAY, JANUARY 5 


Archer-Daniels-Midland (Pfd.) 

Columbia Gas & Elec. Corp. 

Consolidated ) 
General Cigar (Pf 


Lazarus (F: \ 
Lone Star Gas (Pf 


Sharp & Dohme ia.) 


FRIDAY, JANUARY 6 


Birtman Elec. Co. (Pfd.) 


SATURDAY, JANUARY 7 


Outlet Co. (Pfds. & Com.) 


MONDAY, JANUARY 9 


Amer. Investors Inc. (Pfd.) 
Home Insurance Co. (N. Y.) 


Prentice (G. E.) Mfg. 
Wayne Knitting Mills (Pfd.) 


TUESDAY, 10 


Oat Power & Light Co. 


(Pfds.) 
Dallas Power & Light (Pfd.) 
The Fair (Pfd.) 
Federal Services Finance (Pfd. 
& Com.) 


WEDNESDAY, 


Consolidated Oil Corp. (Pfd.) 
Continental Can Co. 


Nash Muto: 

Newberry U. J.) Co. (Pfd.) 
Norwalk Tire & Rubber (Pfd.) 
Selby Shoe Co. (Pfd. & Com.) 
Virginian Ry., Co. (Pfd.) 


JANUARY 11 


Pacific Gas & ) 
Woolworth (F. W 


THURSDAY, JANUARY 12 


Amer. Envelope Co. (Pfd.) 

Camden Fire Ins. Assn. 

Franklin Fire Ins. 

Houston Lighting & Power 
(Pfd.) 


Idaho Power (Pfds.) 
McIntyre Porcupine Mines 
Securities Corp.,General(Pfd.) 


FRIDAY, JANUARY 13 


Amer. Fidelity Co. 
Crown Zellerbach Corp. (Pfd.) 


May Radio & Television Corp. 


MONDAY, JANUARY 16 


Blanner’s (Pfd.) 

Hormel (G. A.) & Co. (Pfd. 
& Com.) 

Utilities (Pfd.) 

Loew’s Inc. (Pfd.) 


Minneapolis-Honeywell Reg- 
ulator 

Railway Light & Securities 

Stamford Water Co. 


‘TUESDAY, JANUARY 17 


Ferries, Inc. (Pfd.) 
ric ne. 
Halle Bros. Stores 


WEDNESDAY, 
sate Re-Insurance of Pa. 


Amer. Stores Co. 
AutomotiveGear Works(Pfd.) 


Lawrence Gas & Elec. 
National Biscuit 

of Colorado 
= Service of N. J. (6% 


Pfd.) 
‘Standard Cap & Seal 


JANUARY 18 


& Myers Tob. 
New Process (Pfd. & Com.) 


Bohack (H. C.) (Pfd.& Com.) Com.) 

Conn. (Pfds.) Laundry 

General Adv. (Pfd.) Roc ter Gas & | i. (Pfds.) 
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Electrical Equipments 
at Low Ebb 


industry in modern economic life is 

widely recognized in these days of 
voluminous statistical research, and the 
fact is quite universally known that steel 
operations have suffered drastic decline 
since 1929, being in fact at a level some 
77 per cent below the average for that 
peak year. It is also generally recognized 
that steel output tends to fluctuate more 
widely during the changes of the business 
cycle than the composite average of busi- 
ness and industrial activity, this char- 
acteristic being due to the durability of 
its products and their predominant use 
as producers’, rather than consumers’ 
goods. 

Although the electrical equipment busi- 
ness is usually classified among the heavy 
industries, it is probably not so widely 
realized that it has suffered practically 
as severe a decline in volume of business 
as the steel industry. Orders for electrical 
goods, as compiled by the United States 
Bureau of the Census by quarters, present 
the following rather striking picture of 
the effects of the depression upon this 
industry. 


Tiss basic importance of the steel — 


Decline 
- from from 
1929 1931 1932 1931 1929 


ist quarter..... ay 484 $182,486 $99,351 46% 71% 
2nd quarter.... 359,090 224350 98,080 56 73 
3rd quarter. .... 387 188 157,304 75,319 52 79 


Nine months. . .$1,056,762 $564,140 $272,750 52% 4% 


This indicated decline from the 1929 
levels is practically as severe as that 
sustained by the steel industry. Despite 
the fact that steel output is running at 
only about 16 per cent of theoretical 
capacity, this rate is only about 77 per 
cent below the average for 1929, com- 
pared with the 74 per cent drop in 
electrical goods. 

Although these figures are gathered 
from reports of some 84 companies in the 
electrical equipment field, the interest of 
the investing public is largely confined to 
the two leading factors, General Electric 
and Westinghouse Electric & Manufac- 
turing. Of these, General Electric is the 
larger and has made the more stable 
earnings record. Its nine months earn- 


v 


ings of 34 cents a share suggest the prob- 
ability that close to 40 cents a share wil] 
be shown for the full year, an indicated 
decline of about 70 per cent from 193] 
and 82 per cent from 1929. 

Both of these companies have fared ° 
comparatively well through concentrated 
sales effort in the small appliance field 
and in household electrical refrigeration, 
General Electrie’s net sales for the first 
nine months were off about 45 per cent 
from 1931, and Westinghouse reported 
orders down 48 per cent. Westinghouse 
has been reporting deficits during 1931 
and 1932, the nine months of this year 
showing a loss of $2.37 per share com- 
pared with a loss of 45 cents a share for the 
1931 period; but conservative accounting 
procedure has been followed and a strong 
financial position maintained. Westing- 
house common dividend has been omitted, 
but General Electric, which is also in very 
strong financial position, is still paying on 
its common at a present 40-cent per 
annum rate. 

Demand for heavy electrical equipment 
such as is used in new power generating 
and distributing developments has dried 
up almost completely, and little change 
for the better is to be expected in this 
respect in the coming year or two. The 
electric power and light systems of the 
country have more capacity than is likely 
to be needed for some time to come and 
the volume of repair and renewal business 
will not compensate for the absence of 
new projects. Although railroad elec- 
trification offers a long term potential 
market of importance, the current and 
prospective financial and earnings con- 
dition of the roads will not support such 
major capital expenditures. There is no 
question but that the electrical field faces 
substantial long term growth, but the 
early stages of general economic recovery 
are not likely to be fully reflected therein. 
Thus the investment attraction of such 
well entrenched and financially strong 
companies as General Electric and West- 
inghouse, even at present deflated market 
levels, is largely of a long term nature, 
inasmuch as substantial gains in earnings 
are not in early prospect. 


Safeway Stores Cuts the Dividend 


f URING the past two years the 
financial community and the in- 
4 vesting public have become so 
accustomed to dividend reductions and 
om‘ssions that such action generally 
arouses no more comment than news of 
the maintenance of an existing rate, if as 
much. In most cases there has been a 
determinable lag between receding earn- 
ings and falling dividend rates, so that the 
latest reported earnings have been defi- 
nitely below the existing dividend rate 
and have thus afforded a clear basis for 
forecasting a reduction in payments. 
Although the recent reduction of the 
Safeway Stores dividend from $5 to $3 
per annum did not come as a complete 
surprise to those who have been following 
the situation closely, superficial reference 
to the half-year earnings report of $2.79 


a share, an increase over the $2.62 a share 
earned in the first half of 1931, would 
naturally be interpreted as favorable to 
continuance of the $5 rate. Furthermore, 
financial position as of June 30 was some- 
what stronger than at the close of last 
year, and in view of these circumstances 
the reduction in the dividend appears in 
the light of a highly conservative action. 

The statement of the president of the 
company in connection with the an- 
nouncement of the lower payment ex- 
plains the reduction as the result of the 
desire to set a rate for the coming year 
which can in all probability be main- 
tained and at the same time provide, out 
of earnings, funds for the further develop- 
ment of the business. The nature of the 
development work contemplated is not 
disclosed, but there is no indication of any 
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substantial expansion program in pros- 

t. 
Bates are reported during the year in 
periods of four weeks each, and this year 
have indicated a decline in dollar volume 
from first half to second half of about 
8 per cent. According to recent estimates 
this 8 per cent drop in gross will be re- 
flected in a decline in net before special 
charges of more than 20 per cent, in- 
dicating a shrinking profit margin. These 


. estimates make no allowance for extraor- 


dinary charges such as loss on foreign 
exchange (more than 150 stores are oper- 
ated in Canada) and inventory write-offs, 
and in 1931 the unrealized loss on foreign 
exchange amounted to about 50 cents a 
share on the common. Thus the final 
earnings for 1932 may not exceed $4 a 
share. There is also the possibility (if 
not probability) of inereased taxation 
through further spread of the chain 
store tax among the states and their 
smaller political subdivisions. The ever 
increasing financial pressure upon the 
various governmental units can easily 
result in more and higher chain store 
taxes, which are easily collected and 
which meet with considerable public favor 
and support in many sections of the 
country. 

In view of these circumstances, the 
rate of earnings which may logically be 
used by the management as a conserva- 
tive basis for determining dividend policy 
over the coming year might easily be 
lower than $4 a share; and in comparison 
with such a figure the new $3 dividend 
rate does not appear as unduly conserva- 
tive as would seem to be indicated by the 
latest reported earnings covering the first 
half of 1932. Nevertheless it is not an 
extravagant rate and affords a very 
attractive return at recent market levels. 

Safeway is the second largest organiza- 
tion, measured by gross sales, in the gro- 
eery chain business in this country. Op- 
erations are conducted in nearly every 
state west of the Mississippi and in the 
east in Maryland, Virginia and the Dis- 
trict of Columbia. Acquisition of Me- 
Marr Stores in 1931 added some 1,392 
grocery stores and 577 meat markets to 
the chain, bringing the total units at the 
end of that year to 3,527, after closing 
of a considerable number of stores, 
largely where consolidation of small out- 
lets made more economical operation 
possible. This process of consolidation 
and elimination has been continued this 
year, and the latest reported number of 
stores in operation was 3,386. The great- 
est concentration of stores is on the West 
Coast, particularly in California, but the 
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cannily accurate. 


Inquiries are invited. 


MUNSEY BUILDING 


WASHINGTON INFORMATION 


Business recovery “will be conditioned to an unexampled degree” 
by what happens in Washington over the coming months, says 
Leonard P. Ayers, Vice President of the Cleveland Trust Company, 
and one of the foremost economists and statisticians of the country. 

Col. Ayers is right. Fortunately, Whaley-Eaton Service, which 
since 1918 has been providing a distinguished clientele with 
quality information from Washington, is better than ever equipped 
to meet this exigent situation. Not only are its diagnoses of con- 
ditions authoritative, but its prognoses have been almost un- 


The Service is at the other end of the wire, if immediate reports 
on any vital politico-economic situation are required. 


In keeping with the times, the fee for the Service is very moderate 
—Twenty-five Dollars the year or haif that amount for six months. | 


WHALEY-EATON SERVICE 


(FOUNDED 1918) 


WASHINGTON, D. C. 


District of Columbia has more stores than 
any state except California. In the major- 
ity of states the number of units is com- 
paratively small, suggesting that full 
economies of chain store operation prob- 
ably can not be achieved in these locali- 
ties until further expansion has been 
accomplished. Although Safeway faces 
the same problem as other chains of re- 
ducing overhead of lease rentals con- 
tracted before the depression or in the 
early phases of it, their position in this 
respect is not serious and it is understood 
that they have had fair success in nego- 
tiating reductions. 

Safeway has no funded debt and only a 
very small total of real estate mortgages 
outstanding. There are two small issues 
of $100 par preferred stock, paying $7 and 
$6 per share per annum respectively, and 
the combined preferred shares outstand- 
ing total 154,770. Both issues are cur- 
rently quoted to afford a yield slightly 
in excess of 7 per cent, and qualify as 
being suitable for conservative invest- 
ment purposes provided a high degree of 
marketability is not essential. The com- 
mon stock is of no par value and is out- 
standing to the amount of 800,350 shares. 
The management is capable and experi- 
enced, and the broad outlook for the com- 
pany is not unfavorable in comparison 
with the general prospects for the field 
in which it operates. 


The Outlook for Insull’s “Nationals” 


T THE time of receivership of the 
Middle West Utilities Company 
parent company of National Electric 
Power and National Public Service, it was 
the general belief that these underlying 
companies would be able to maintain 
their financial integrity and continue to 
operate independently without financial 
assistance or the management services of 
the parent company. However, later 
check-ups revealed that they too were 
heavily in debt to the banks and on 
June 30, 1932, they were placed in the 
hands of receivers. According to present 
indications greater difficulties lie in the 
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way of saving these companies than is 
true of the parent concern. 

Like the two Insull investment trusts 
(Corporation Securities of Chicago and 
Insull Utilities Investments, Ine.), the 
‘““National’”? companies did considerable 
borrowing at the banks and secured these 
loans by pledging securities of operating 
companies of the system. In all, bank 
indebtedness aggregates $21 millions. This 
sum has to be paid off before the com- 
panies can again claim possession of 
their operating units’ voting stock. 
Without it, no reorganization is possible. 
Banking creditors have been appealed to 


She PRICE RANGER 


provides a simple and inexpensive means of 
eeping a graphic record of the day-to-day price 
fluctuations of individual stocks, or stock aver- 
ages, in a permanent and useful form for ref- 
erence. Write For Details 


REAMER KELLER, 53 Park Place, New York 
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American Institute of Finance 
260 Tremont Street, Boston, Mass. 


THE MORTGAGE BOND RACKET 


By ERNEST ALLAN BARBEAU 
Describes the by which 8,000,000 

y — the world’s grea 
financial debacle. Price.......... $1 25 


ROLAND SWAIN COMPANY, PUBLISHERS 


BOX 4262 PHILADELPHIA 
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CANADIAN 
STOCKS, BONDS, 


MINING 
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If so, you can get reliable news 
and dependable information by 
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Dividends Declared 


Regular 
Rate Pe- Pay- Hldrs. of 
Company riod able Record 
eee Q Jan. 16 Dee. 31 
$1.75 Q Jan. 16 Dee. 15 
Amer. Hard Rub. pf............ 2 Q Jan. 3 Dec. 19 
$1.50 Q Jan. 25 Jan. 6 
Q Dec. 31 Dec. 23 
$1.75 Q Dec. 31 Dec. 23 
Q Jan. 2 Dec. 20 
‘Am. States Pub. Serv. $6 pf... $1.50 Q Jan. 1 Dec. 27 
Am. Thermos Bottle 7% pf...87'cc Q Jan. 1 Dec. 20 
$1 S Jan. 4 Dec. 24 
$1 S July 3 June 24 
$2.25 S Jan. 4 Dec. 24 
_ $2.25 July 3 June 24 
Gi $1.75 Jan. 15 Dec. 31 
opp 20¢ Jan. 3 Dec. 24 
62! Q Jan. 3 Dec. 24 
B’klyn-Man. eer $1.50 Q Jan. 15 Dec. 31 
Bloomingdale Bros., Inc. pf. . . .$1.75 8 Feb. 1 Jan. 20 
1 75e Jan. 1 Dec, 22 
Cal. Ore. Pw. , 2 SRS $1.75 Q Jan. 16 Dee. 31 
_, Q Jan. 16 Dec. 31 
Can. Bud. Brew., Ltd........... 25c Q Jan. 16 Dec. 31 
Canada Packers, tad. 7% pf... Ct 75 Q Dec. 31 Dee. 15 
Carnat’n Co. 7% pf.......... 1.75 Q Jan. 3 Dee. 21 
of N. Y. 
Feb. 1 Dec. 30 
Jan. 3 Dec. 24 
Cudahy Packing............. 62l6e Q Jan. 15 Jan. 5 
50e Q Mayi15 Apr. 29 
Dome Mines, Ltd.............. 25c Jan. 20 Dee. 31 
Duquesne Lt.5% pf.......... $1.25 Jan. 16 Dee. 31 
Flour Mills of Am. pf.A......... $1 Jan. 1 Dec. 15 
Fishman (M. H.) pf.A........ $1.75 Q Jan. 15 Dec. 31 
$1.75 3 Jan. 15. Dec. 31 
Galveston WharfCo............ . 15 Dee. 14 
Hosiery pf.......... Q Feb. 1 Jan. 12 
Greif (L.) & Bros, Ine., 7% pf. 3 B Q Jan. 1 Dec. 21 
Hall (C. M.) Lamp.............. 5c .. Dec. 23 Dec. 21 
10¢e Q Jan. 16 Dec. 31 
Ideal Cement Co............... 25c Q Jan. 2 Dee. 15 
Ill, Pipe Line Co.............. $4.50 Q Dec. 15 Dec. 10 
Incorp. Investors.............. Q Jan. 16 Dec. 20 
Inland Investors............. 12i4¢ Q Jan. 1 Dee. 20 
Jan. 16 Dec. 28 
$1.75 Jan. 1 Dec. 20 
10 Dec. 31 Dec. 20 
REET 6244 Q Feb. 1 Jan. 20 
M Andrews & Forbes 25c Jan. 16 Dee. 31 
M 12'¢¢ Q Jan. 16 Dec. 30 
M 50c Q Feb. 1 Jan. 16 
Mich 75c Q Jan. 2 Dec. 23 
Mich. EL. Pow. 7% pf......... $1.75 Q Jan. 3 Dec. 15 
| REA 150 Q Jan. 3 Dee. 15 
Min Poe $7 Ist pf $1.75 Q Jan. 2 Dec. 20 
ee ie $1.50 Q Jan. 2 Dec. 20 
Montreal, L. H.& Pw.......... 38¢ Q Jan. 31 Dee. 31 
Q Jan. 16 Dee. 31 
Q Jan. 16 Dee. 31 
Nat. Pr. $6 $1.50 Q Feb. 1 Jan. 14 
New Haven Water.............. $2 S Jan. 2 Dec. 15 
25c Q . 30 Dee. 20 
7” See $1.75 Q Jan. 2 Dec. 20 
Q Jan. 16 Dee. 31 
$1.50 Q Jan. 16 Dec. 31 
Q Jan. 16 Jan. 4 
Q Jan. 3 Dec. 22 
Rumford Printing. ............. 1 Q Jan. 3 Dee. 15 
Seeman Bros................ 6216¢ Q Feb. 1 Jan. 16 
Spicer Mfg. env. pf............. 75¢ Q Jan. 15 Dee. 31 
Standard Pow. & Lt. (Del.) pf. .$1.75 Q Feb. 1 Jan. 14 
Standard Screw................ 50c Q Jan. 2 Dec. 19 
$3 S Jan. 2 Dec. 19 
25c Q Jan. 3 Dec. 15 
Q Dec. 31 Dee. 19 
United Shoe Mach. .......... Q Jan. 5 Dec. 20 
Westinghouse Air Br........... 25c Q Jan. 31 Dec. 31 
Deferred 
Div. due at this time. 
Extra 
Amer. Maize Prod. Co.......... 50c .. Dec. 31 Dec. 23 
Cream of Wheat............... 25c .. Jan. 3 Dec. 24 
me * ae 10c .. Jan. 20 Dee. 31 
Initial 
25c Q Feb. 1 Jan. 10 
Western Pub. Sve.............. 10c Jan. 19 Dec. 22 
Omitted 
Harbison Walker Ref., pf... . . 
Mackay Companies, pf.......... 1 3 
Reduced 
$1. 8 Dec. 31 Dec. 23 
Can. Dry Ginger Ale........... 25c Jan. 16 Jan. 3 
ountain States Power 7% 
$1 Q Jan. 20 Dec. 31 
med 
Elec. Household Util. ........... $1 .. Jan. 25 Dec. 30 
Simms Petroleum.............. 25c Jan. 16 Dec. 30 
Stock 
20% .. Dec. 30 Dec. 27 


fin vain. Two weeks ago receivers ap- 
peared before the Reconstruction Finance 
Corporation seeking a loan, but the pro- 
visions of the act creating this body makes 
an advance of funds from this source im- 
possible. Conferences between the credi- 
tor banks, general creditors, receivers and 
protective committees representing bond- 
holders have failed to result in agreement. 
At the present moment the prospects of 
keeping these properties intact do not 
appear bright. 

Bank creditors have indicated a willing- 
ness to defer action in taking legal pos- 
session of the collateral security, but the 
probabilities are that steps in this di- 
rection will be taken in the not distant 
future. In case of dissolution of the prop- 
erties, Middle West Utilities will lose its 
$40 millions investment in these com- 
panies and little if anything will remain 
for preferred or common stockholders. 
The indications are that the value of the 
secured debentures of National Electric 
Power and National Publie Service will 
be determined solely by the value of 
pledged collateral. In the case of Na- 
tional Electric Power debenture 5s, 1972, 
present market value of underlying col- 
lateral is approximately $350,000 as 
compared with market value of the bonds 
of about $300,000, so that this issue may 


v 


be said to be selling closely in line with 
liquidating value. 

A somewhat different situation exists 
in the case of National Public Servicg 
debenture 5s, 1978. This issue is secured 
by pledge of 601,443 shares of common 
stock of Municipal Service Company, 
600,000 shares of Seaboard Public Service 
Company and 712,411 shares of common 
stock of Jersey Central Power & Light 
Company. No market exists for any of 
these issues as they are all closely held. 
However, fair value appears to be con- 
siderably in excess of that indicated by 
the current price of the debenture bonds, 
This stock is all held by the New York 
Trust Company, the trustee, and the 
probabilities are that if no acceptable 
plan of reorganization is worked out, 
legal title to this collateral will be taken 
by the trustee for the account of de- 
benture holders. This stock represents 
majority interest in Jersey Central Power 
& Light, Municipal Service Company 
and Seaboard Public Service Company, 
and there should develop active bidding 
for the two former issues once disposal is 
assured as both properties are valuable 
units and would tie in admirably with 
more than one system adjacent to the 
several well diversified territories in which 
they operate. 


Liquid Carbonic and the 
18th Amendment 


bulk of its income from the soft 

drink business it is logical that a 
change in probibition legislation and the 
return of beer would have an adverse 
effect upon this source of income. How 
serious these consequences would be 
depends upon the final legal regulations 
governing the distribution of alcoholic 
beverages. However, the effects should 
not be exaggerated; there is no reason to 
assume that beer and wine would largely 
displace soft drinks, but it is more likely 
that the present illegal trade in hard 
liquors would suffer substantial inroads 
by the legalization of beer and wine. This 
assumption is corroborated by condi- 
ditions in countries where prohibition is 
unknown but where, nevertheless, the 
manufacturers of soft drinks do a flourish- 
ing business. 

While thus a change in prohibition laws 
would result in Liquid Carbonic facing 
some shrinkage in the outlets for some of 
its products, the reintroduction of beer 
would add new possibilities for the com- 
pany’s other lines. Such a development 
could be expected to bring about an in- 
crease in orders for brewers’ machinery, 
including equipment for the cleaning, 
filling, capping and labeling of bottles, 
and beer pumps for the draught beverage. 
It is obvious that at the present time no 
definite statements can be made as to the 
extent at which this new business would 
offset eventual losses through a reduction 
in the soft drink business. The company 
itself does not contemplate the manufac- 
ture of beer, as such a policy would place 
it in direct competition with the manu- 
facturers of soft drinks, its most im- 
portant customers. 

The report of Liquid Carbonic for the 
fiseal year ended September 30, 1932, 
clearly shows the effects of the protracted 
general business depression. Despite two 


N S LIQUID CARBONIC derives the 


salary reductions and sharp curtailment 
of other expenses together amounting to 
a saving of $600,000, operations for the 
last fiscal period resulted in a deficit of 
$440,528 as compared with a profit of 
$1,085,557 for the previous. twelve 
months, equivalent to $3.17 per share of 
common. A decrease in sales of nearly 
31 per cent, lower profit margins and 
larger collection losses were given as the 
principal reasons for the unsatisfactory 
results of the 1932 fiscal year. However, 
due to the effected savings in overhead 
and operating costs, an increase in volume 
to a point substantially under the 
amount of business transacted in 1930 
would probably be sufficient to procure a 
reasonable profit. 

The company has preserved a reason- 
ably good financial position with a ratio 
of current assets to current liabilities of 
6 to 1 as against 5.3 to 1 at the end of 
the 1931 fiscal period; cash and equivalent 
as of September 30, however, made up 
only $569,071 of net working capital of 
$7.2 millions. The stated value of the 
company’s outstanding 342,406 no par 
common shares has been reduced to $30 
per share and simultaneously the prop- 
erty account has been written off by an 
amount of $3.4 millions and a capital 
surplus of $3.2 millions set up. This 
bookkeeping transaction will reduce de- 
preciation charges by about $100,000 
during the current fiscal year. A special 
fund of $100,000 was added to reserves 
against receivables to take care of 
eventual losses during the 1933 fiscal 
period on 1932 receivables, and the asset 
value of the company’s Canadian sub- 
sidiary was reduced in accordance with 
the discount of the Canadian dollar as of 
September 30, 1932. 

This leading manufacturer and dis- 
tributor of soda fountains, carbonic gas 
and bottle labeling machines, with 38 
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plants strategically located throughout 
he United States and a few foreign 
countries, appears to need only a rela- 
tively moderate increase in volume of its 
business to operate again in the black. 
A revival in general business conditions 
more than a change in the prohibition 
legislation will determine its future 
earning trend. 


BULLS AND BEARS 


conctuded 


from page 613 


in the past from this profitable unit. The 
readiness of the executives to take options 
on stock over the next few years is in 
direct contrast to the public’s interpreta- 
tion of the outlook as it is being written 
in the current trend of stock prices. 


LOFT’S ability to increase sales by aggres- 
sive advertising methods must also be con- 
sidered in dollars and cents value, for the 
third quarter shows a net loss of $43,281, 
which follows a smaller net loss of $7,576 
in the second quarter. 


U. S. Steel 4 — 


Direct pressure on both the common and 
preferred stocks of U. S. Steel had an 
unsettling influence on the entire market 
during the week. The low rate of opera- 
tions and the paucity of earnings are 
known factors, so that doubts are cen- 
tered upon the action of directors when 
they meet next month to consider the 
preferred dividend. They will find little 
stimulation in the fourth quarter show- 
ing, which undoubtedly will be the 
poorest of the year and will terminate 
with the greatest deficit in the history of 
the corporation. Whether or not enough 
vigor will be demonstrated early in the 
new year, preliminary to the meeting to 
encourage making any further disburse- 
ment, is conjectural. The dividend re- 
quirement on the preferred stock is 
$25.2 millions annually, and considering 
all factors a complete omission might 
better be taken than a moderate reduc- 
tion, which would represent only a small 
saving. Steel is well fortified should it 
decide to maintain the status of its senior 
security ‘‘as a bond,” and the fact re- 
mains that any arrears that may accu- 
mulate must be cleared up before pay- 
ment can be resumed on the common. 


and make it grow?” 


of last year. 
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. . . Through Trading.” 


Please send me, without 
obligation, your analyti- 
calarticle “How to Pro- 
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. Through Trading.” 


A year from today, will you be able to say— 


“| Am Financially 
Ahead of Last Year” 


@ Here is the answer to “How can I better protect my capital 


@ As the year ends many Wetsel clients are financially ahead 
They have learned that no security is safe 
enough to forget, that the secret of successful investment 


WHEN TO BUY AND SELL 


@ Wetsel Technical Factors do give that knowledge . . 
nitely and in time to afford you maximum protection and profit. 


@ Through them the forces which control market prices are unveiled 
and transformed from mysteries to definite forecasting factors. 


@ Wetsel Technical Factors and the philosophy of capital protection 

and growth through turnover are fully explained in our new 
pamphlet “How to Protect Your Capital and Accelerate Its Growth 
Every investor who is interested in being 
financially ahead next year can profit by reading this illuminating 
article, now. It tells how old investment precepts have been proven un- 
reliable fallacies and half-truths—how money is being —_ today— 
how you can safeguard and increase your capital. 


It is clear and simple . . . reasonable and sensible, and vividly 
reveals sound methods that will give you advantages in managing 
your investments that might otherwise be overlooked. 


@ There’s no obligation. Send for your free copy now. 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 


. defi- 


In its longer range prospects the stock 
appears to offer an interesting and in- 
viting speculation quite contrary to any 
gamble assumed in a trading position 
on the short side. 


WEEKLY RECORD OF EARNINGS 


Per Share Net Per Share 


12 MONTHS ENDED NOVEMBER 30: 


11 MONTHS ENDED NOVEMBER 30: 

12 MONTHS ENDED OCTOBER 29: 

Morrell, John & Company............. 420,101 1.08 671,272 1.70 

10 MONTHS ENDED OCTOBER 31: 

Twin Oity Rapid 31,864 

12 MONTHS ENDED SEPTEMBER 30: 

9 MONTHS ENDED SEPTEMBER 30: 

interpational 1,379,948 nil 6,591,978 1.03 

edly Meier Gauge & Equip........... d308,165 nil d276,700 nil 

Postal Telegraph & Cable............. d1,233,122 nil a3 247,675 nil 

Universal Pipe & Radiator............ 657.486 nil d215,083 nil 

12 MONTHS ENDED AUGUST 31: 

American Typefounders............... 6,055,471 nil 463,131 2.03 

Metro-Goldwyn Pictures............. 2,965,975 p18.78 6,257,998 p38.71 
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Shotland & Shotland 


ee ee Men's Tailors « « « « 
1§ West 45th Street, New York 


Business Suits 


—of the latest patterns 
and designs, made to 
order from imported 
fabrics exclusively. 


Hand tailored work- 
manskip only. 


Formerly $125, and 
more. 
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Did YOU Make Money 


during the past few weeks ? 

OUR CLIENTS DID! ... by acting upon the 
recommendations of our weekly trading bulletin, 
“Market Action.” “Investment Outlook” (every 
apd week) is for long-swing investors. Send for 
REE sample copies. Or, send $1 for 4 weeks’ trial. 


WETSEL 


DIVIDENDS 


‘CANADA DRY” 


Ginger Ale, Incorporated 
A Delaware Corporation 
Dividend Notice 

At the meeting of the Board of Directors 
of Canada Dry Ginger Ale, Incorporated, 
held December 19, 1932, a quarterly dividend 
of twenty-five cents ($.25) per share was 
declared, payable January 16, 1933, to stock- 


holders of record at the close of business 
January $, 1933. 


R. W. SNOW, Secretary 


OFFICE OF THE 


WESTINGHOUSE AIR BRAKE COMPANY 
PITTSBURGH, PA., December, 16, 1932 


DIVIDEN D:—The Board of Directors has this 
day declared a quarterly dividend of twenty- 
five cents ($.25) per share on the capital stock 
of this company payable January 31, 1933, to 
stockholders of record at the close of business 
on December 31, 1932. 


S. C. McCONAHEY, Treasurer. 


The United Gas and 


Electric Corporation 
One Exchange Place, Jersey City, N. J. 


December 16, 1932. 
The Board of Directors of The United Gas and Electric 


any nominal or Ber value, of said Corporation, teed 
December 30, stockholders of record at t 
of_business on ber 22, 19: 


> J. A. McKENNA, Treasurer. 


United Gas & Electric Co. 
1 Exchange Place, Jersey City, N. J. 


December 16, 1932. 
The Board of Directors has this day declared the 
regular semi-annual dividend of two and one-half i cent 
Som hale on the outstanding 5% Preferred stock of the 
pany, payable 15, 1933, to stockholders of 


J. A. MCKENNA, Treasurer. 


The 


New York 


Curb « « 


Edited by A. Weston Smith, Jr. 


4 Assoc. Breweries of Canada “C” 
The annual report of Associated Brewer- 
ies of Canada, Ltd., for 1932 will not be 
available until April, but it is expected 
to show a large contraction in both sales 
and earnings. It is understood from 
interests close to the company, however, 
that the report will show the current 
60-cent annual dividend covered by a 
small margin. In 1931 the equivalent of 
$1.18 a share was earned and dividends 
of 80 cents were distributed. If the man- 
agement follows the policy of a year ago, 
another dividend cut may be in prospect. 


CARNATION MILK has omitted com- 
mon dividends in the interest of cash con- 
servation. 


4 Detroit Aircraft ed 
A plan of reorganization looking to the 
rejuvenation of Detroit Aircraft has been 


DIVIDENDS 


Otis Elevator Company 
Preferred Dividend No. 136 
Common Dividend No. 100 


A quarterly Dividend of $1.50 
per share on the Preferred Stock 
and a Dividend of $.25 per 
share on the No Par Value Com- 
mon Capital Stock will be paid 
January 16th, 1933, to stock- 
holders of record at the close of 
business on December 30th, 


1932. Checks will be mailed. 
C. A. Sanford, Treasurer. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Preferred Stock 

The r quarterly dividend of One Dollar 
and Fifty Cents ($1.50) per share on the Pre- 
ferred Stock of this Company will be paid on 
Monday, January 16, 1933, to shareholders of 
record at the close of business on Saturday, 
December 31, 1932. 

W. G. KLEINSCHMIDT Treasurer. 
San Francisco, December 1, 1932. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Common Stock 
A dividend of One Dollar and Seventy-Five 

Cents ($1.75) per share on the Common Stock of 
this Company will be paid on Saturday, Decem- 
ber 31, 1932, to shareholders of record at the 
close of business on Tuesday, December 20, 1932. 
W. G. KLEINSCHMIDT, Treasurer. 
San Francisco, December 1, 1932. 


Your dividend notice in Tae Financtat 
Wortp calls the favroable attention of 
bona fide investors to your securities. 
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offered to stockholders in the hope that 
it will bring about the end of the present 
receivership. Under the plan, a new 
Detroit Aircraft Corporation will be 
organized with an authorized capita] 
stock of 200,000 shares of $1 par value, 
This stock will be offered in ratio of one 
new share for every 10 shares of stock in 
the old company. Inasmuch as the 
outstanding shares of old stock (for which 
stockholders paid around $11 millions) 
total 1.1 million shares, there will be 
required for the exchange 110,413 new 
shares. The reorganization plan requires 
that directors of the old company finance 
the new company to the extent of $175,- 
000, to be paid $100,000 in cash and 
$75,000 in guaranteed notes payable in 
18 months without interest. 


FANNY FARMER, the candy shop chain, 
has resumed dividends with the declara- 
tion of a 25-cent quarterly payment, pay- 
able January 4, 1933. 


4 National Breweries, Ltd. 


That the directors of National Breweries, 
Ltd., are fully cognizant of the possible 
effects of modification of the Volstead 
Act on their American business is indi- 
cated in the report that the company is 
seriously considering entering the United 
States field. Conditions on this side of the 
border have already been investigated by 
National Breweries officials with a view 
to establishing American branch plants. 
Black Horse and Dow’s Ales and Ekers’ 
Lager have become so well known with the 
American public generally that it is felt 
a U. S. subsidiary would prove to be a 
profitable development. 


LOUDON PACKING was sustained in its 
defense against the action brought by College 
Inn Food Products in a suit alleging unfair 
trade practices. 


4 Schulte Real Estate “Dp” 


Having failed to pay the interest install- 
ment due December 1, 1932, on the 
10-year sinking fund gold notes of 1935, 
Schulte Real Estate is in a rather uncer- 
tain position. A Noteholders’ Protective 
Committee has been formed under the 
sponsorship of Karl H. Behr as chairman, 
and bondholders are being asked to 
deposit their bonds with the Chase Na- 
tional Bank of New York, the depositary. 
Schulte Real Estate, which is controlled 
by Schulte Retail Stores, is suffering from 
the unprecedented decline in New York 
City real estate values and rentals. 


NATIONAL TRANSIT, because of “‘eco- 
nomic reasons” (postage rates and check 
taxes), will pay future dividends semi- 
annually instead of quarterly. 
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ye YOU CAN PROFIT GREATLY OVER THE NEXT TWELVE MONTHS thru buying small amounts of the three stocks described 

il below. Despite the recent behavior of stock prices, we believe the price set by us for each stock is very close to final ‘‘lows’’, and hence consti- 
tute 3 rare long pull bargains. These prices will be soon met. Each stock has ALREADY proven its ability to DOUBLE IN PRICE and they 

e are expected to easily duplicate this July-September performance. One of them has doubled in each of the six rallies in 1932. It is clearly the 

le time to buy stocks as STRONG, and as CHEAP as are these three. { 

7 A COMPLETE ANALYSIS FOR EACH STOCK. WITH ESTIMATED RISE IN PRICE is sent with each order to us. You will 
get also, as part of this special bargain offer, our forecast for Business, Stocks, Commodities, etc., contained in a book filled with sound plans 

h and conclusions on ‘‘WHAT TO EXPECT IN 1933”. This book and full analysis and directions for buying any or all of the three bargain 

) stocks is sent for only $2. The book is the best guide to 1933. Each stock described below has really marvelous possibilities. We believe large 


profits, in a short time, will follow a small investment now in any one of these outstanding stocks, viz: 


W 

. 


d THIS ABLE LEADER OF A NEW INDUSTRY REACHED ITS HIGHEST earning power in 1931 after 
n a series of constant gains since 1927. In fact 1931 earnings equaled more than 1927, 1928, 1929 and 1930 
en together. Less than 1,200,000 shares outstanding is a direct invitation to market leadership, while our 
rice equals 20c on the dollar of its rea) value. This is also the oldest and most experienced enterprise in 
No its field. Every seasonal and trade factor is in its favor at this time. At $3 a share it is going to give 
e someone who needs it, a splendid chance to at least double his capital. at 
ly 
l= 


THE ONLY SUCCESS OF THE MERGER ORGY—this company earns more than most older companies 
ae in same field, yet a stigma on its industry unjustly deflates its price to your advantage. At $4.50 you get 
$48 in assets that at work earned $3 in 1931. Net earnings in 1932 will nearly equal those of 1931 

wena creating splendid financial position. September rally lifted stock 492%; a behavior that COULD BE 

at 2 


DUPLICATED for you, from this point forward. Such a stock is full of promise for the long term 
O. holder ; with sharp profits in 1933 to the careful buyer. Our price is the logical entrance point. 


A MAGIC NAME IN WALL STREET is this stock. Only 7 listed corporations can be found whose rate 
of profit is larger. Of these none average 15% greater. Today it is at a splendid efficiency with the 
largest cash surplus in its history; in fact its cash today is greater than its entire capitalization in 
in——9 1924. Men everywhere have made fortunes in this stock. Because of the less than 2.550.000 shares it- can 
easily become NOT ONLY THE 1933 LEADER. but also—over the years—a Bull Market sensation. 
No There is no debt and no preferred stock. It operates chiefly with a raw material that is lower this year at 
. e than any time since the Spanish War. As truly aprealing as the other two stocks are, this one is not to 
? be neglected. We would rate it number one for the investor who wants to be certain. 


8 

t a 

» 

OUR BEST BELIEF INDICATES THAT THESE STOCKS SHOULD EASILY move forward with the next general market advance. 


They have been picked from a large number, largely because of their great “‘technical strength’’ and bargain aspects. When U. S. Steel again 
touches $50, then $500 invested in these equally should, by precedent, have become $1,280. Their combined earnings for 1931 would suffice 


$ to buy over one-half of all their shares row at our prices. Their technical and fundamental behavior is perfect. Their low price is not going to be . 

e available any too long. You should act at once. bg 
931 —The TSTANDING STOCKS recommended produced 

THROUGH A SIMILAR OFFER profits of 37% 


( 1932— The 3 OUTSTANDING STOCKS recommended produced profits of 108% 


, SPECIAL PRICE OFFER OUR x BUSINESS—How Great 


4 COMMODITIES— What Price 
$ TEAR ON DOTTED LINE $7 ° 50 FOREIGN TRADE—Who 
ATTACH $2—CHECK OR | EXPECT WAGES and JOBS—Where 
| T E M BOSTON, MASS. | A THREE OUTSTANDING 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


ANNUITIES EXPLAINED—One of the largest life insurance com- 
panies has issued a new booklet which describes in simple language 
the different kinds of annuities issued by it. Examples are included 
which indicate how these various forms of guaranteed life incomes 
meet the needs of men and women in all walks of life. Copy upon 
request. 


MULTIPLYING MONEY—This interesting booklet has been pre- 
pared for the investor who plans on making himself financially in- 
dependent through systematic monthly payments by a well-known 
investment company. Copy mailed upon request. 


RECOVER Y—The favorable events which have transpired during 
the past few months are commented upon in the current issue of 
“STOCKS-COTTON-WHEAT” issued by a prominent New York 
Stock Exchange firm. Copy upon request. 


ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advantages for 
both the small and large investor dealing in Odd Lots. 


A SOUND INVESTMENT PROGRAM-—Is the title of a booklet 
issued by a well-known investment counselor. Copy upon request. 


MAKING PROFITS IN SFCURITIES—Valuable stock market 
booklet explains methods employed by successful investors. The 
part which fundamentals play and the market's technical condition, 
as well as general sound methods for income and profit building, are 
pointed out. 


“WHAT IS A SAVINGS AND LOAN ASSOCIATION?’’—Is the 
title of a booklet issued by a New York building loan and savings 
association which explains in detail the workings of these institu- 
tions; how they invest your funds by loaning them on bond and first 
mortgage to persons buying or building homes. Send for your com- 
plimentary copy. 


SECURITY SALESMANSHIP, THE PROFESSION—An interest- 
ing discussion of this specialized field, together with information 
about the Course of Training being adopted by scores of the leading 
investment houses for their salesmen. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, containing a brief explanation of the different 
operations pertaining to stock market trading. 


THE GUARANTY SURVEY—This survey, published monthly by 
one of the largest trust companies in New York, is a summary of 
business and financial conditions in the United States and of con- 
ditions abroad. It will be mailed to business executives who 
request it on business stationery. 


SOME FINANCIAL FACTS—Is the title of a 24-page booklet con- 
taining a brief description of the American Telephone & Telegraph 
Company and the organization and operations of the Bell System. 
It is illustrated throughout with maps, graphs and charts, and is of 
interest to every investor in public utility securities. 


AMERICAN WATER WORKS & ELECTRIC CO., INC.—A spe-— 


cial analysis of this important public utility system has been pre- 
pared by a well-known firm of investment bankers. A copy will be 
forwarded upon request. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A WEEKLY TRADE INDICATORS - 1932 1931 
ec.17 Dec.10 Dec, 
*Crude Oil Production (bbls.)........ 2,050,100 2,123,850 2,430.40 
Electric Power Output (000 K.W.H.) 1,563,384 1,518,922 1,675,653. 
Steel Output (% of capacity)........ 15 264 
tAutomobile Production 32,976 23,279 13.696 
Dec. 10 Dec. 3 
{Bank Clearings New York City...... $2,693 $3,969 


tBank Clearings Outside of N. Y.C... 1,529 1,798 2,080 
521,216 547,461 613,621 


*Daily Average. tCram’s Report. 000,000 Omitted. 
A FEDERAL RESERVE REPORTS, Member Banks 
1932 


1931 
(000,000 omitted) P Dec. 14 Dec.7. Dec. 16 
Deposits—New York City......... $6,743 $6,661 $6,450 
Deposits—Outside New York City.. 10,972 10,903 12,275 
Loans on Securities—N.Y.C....... 1,619 1,625 2,208 
Loans on Sec.—Outside N. Y.C..... 2,703 2,682 3532 
*Investment—New York City........ 1,097 1,041 971 
*Investments—Outside N. Y.C...... 2,202 2.210 2,444 
Total loans and discounts........... 10,331 10,364 13,212 
Total net demand deposits.......... 11,714 11,552 12,168 
Total time deposits................ 5,653 5,644 6,004 
Total brokers’ loans................ 393 392 662 

Federal Reserve System ratio. ...... 63.1% 62.9 65.0 
New York Federal Rescrve Baskiratio 59.5 % 


*Other than U. S. Govt. Securities. 


A FOREIGN EXCHANGE A COMMODITY PRICES 
1932 1931 1932 931 
Par Dec. 20 Dec. 22 Dec. 20 Dec. 22 
$4.86 2g England... .$3.32% $3.40% | Coffee....$0.0814 $0.07 
1.00 Can. Dollar.87.00c  81.08¢ Copper... .05 07 
3.92c France..... 3.90 3.933% | Cotton.... .061 .063 
5.26 Italy 5.19% | Flour..... 3.60 4.45 
13.90 Belgium*...13.8414 13.921% Gasoline... .125 .103 
23.82. Germany. . .23.79 23.78 13.34 15.51 
14.069 Austria.....14.05 14.00 Lead..... -03 .0375 
40.20 Holland....40.14% 49.21 Rubber -0332 .0472 
26.80 Denmark. ..17.27 18.84 1.55 1.87% 
26.80 Norway....17.20 18.74 
26.80 Sweden..... 18.20 18.94 Steel. .... 26.00 29.00 
49.85 Japan...... 21.18 39.56 Sugar..... .0415 .042 
42.45 Argentinaf..25.69 25.93 -2187 
#12.00 Brazilt..... 7.45 5.95 SWheat. . -44 53 34 


*Belga. {Paper Peso. {Paper Milreis. §May futures. #Approxi 
mate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 
Dec. 3 


week Change 
EASTERN DISTRICT 1932 1931 % 
34,728 41,399 —16 
Chesapeake & Ohio.............. 24,150 24,518 -2 
Cleve., Cinn., Chicago & Si. L.... 17,187 19,855 —13 
Delaware & Hudson............. 11,693 13.501 —-13 
Delaware, Lackawanna & Western. 13,030 15,678 —17 
23,514 25,486 - 8 
Norfolk & Western.............. 17,572 18,536 - 5 
New York, New Haven & Hartford 20,607 24,232 -—15 
41,088 48,643 —15 
New York, Chicago & St. Louis... 11,026 12,673 —13 
Pere Marquette. 8,094 8,928 -9 
Western Maryland.............. ‘ 6,224 7,996 —22 
SOUTHERN DISTRICT 
Atlantic Coast Line............. . 10,971 13,218 -17 
Louisville & Nashville............ 18,284 21,415 —15 
8,909 11,452 —22 
Southern Ry. System............ 27,479 32,324 —15 
NORTHWEST DISTRICT : 
Chicago & Great Western........ ° 4,149 5,166 —20 
Chi., Milw., St. Paul & Pacific. ... 21,707 27.660 —22 
Chicago & North Western. ...... 25,548 30,996 
Great Northern. 9,208 11,083 —16 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe..... 22,729 25,130 —10 
Chicago, Burlington & Quincy.... 19,411 23.994 -9 
Chicago, Rock Island & Pacific.... 16,838 20,683 -9 
Chicago & Eastern Illinois........ 4,244 5073 .- —16 
Denver & Rio Grande Western... . 4,331 5,906 —27 
14,573 18,710 —22 
18,442 23,035 —20 
2,185 3,037 —28 
SOUTHWESTEKN DISTRICT 
Kansas City Southern..... chiebaes 2,431 3,112 —22 
Missouri-Kansas-Texas..... re 7,129 7,118 +1 
St. Louis-San Francisco......... - 11,157 11,244 -1 
St. Louis-Southwestern........... 3,584 3,482 + 3 


(Compiled from American Railway Association figures) 
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Important Advantages 


Sending Your 


PLEASE SHOW 
Subscription 


INVESTOR FRIEND NOW* 


AS WE approach the end of the turbulent year 1932, it is highly important for every 

investor to make a studious and careful appraisal of his own financial situation 
as well as of the general business and investment outlook. 

If you become a subscriber for our Threefold Investment Service before January 
28th (cost only $10) you will receive some exceptional extra aids to arriving at sound 
conclusions as to the best course that should be pursued in 1933. 

First, you will be in time to receive a copy of THe FrnanctaL Wor.p’s own Annual 
Review and Forecast which will reach subscribers in the second or third week in Janu- 
ary. This annual issue entitled ‘Restoring Our Prosperity—The Work of 1933” 
will represent unusually intensive preparation by our editors and will afford investors 
authoritative financial information and deductions which should prove invaluable in 
approaching 1933 problems and opportunities intelligently. 


ADDITION, we promise to send you with the acknowledgment of your subscrip- 

tion at least five reprints of the most important articles that have appeared in THE 
Financrau Wor p this year. One contains definite recommendations of the 10 Best 
Bonds For Profit and Income. For the more speculatively inclined, our reprint of 10 
Attractive Low Priced Stocks will prove very helpful. One of the reprints will contain 
the 10 Outstanding Dividend Paying Stocks listed on the New York Stock Exchange. 
Our three articles entitled ‘Time To Buy a Fortune?” have evoked so much favorable 
comment that we have had reprints made for every new subscriber this month. Don’t 
miss these articles by John K. Barnes. 

In its function as a national clearing house of condensed vital investment informa- 
tion, THe FrnancraL Wor tp has made itself indispensable to busy investors in every 
state and in most foreign countries. Our analyses of individual industries and cor- 
porations together with security recommendations help the investor solve his problems 
in a way that is unsurpassed. Our monthly stock rating and data book answers thou- 
sands of your questions instantly and correctly. 


Ga investors temporarily discontinue their subscriptions in the belief that they 
can save $10 by not subscribing. In a short time hundreds of these subscribers 
discover that such false economy is the worst form of extravagance. It is our belief 
that the $10 you spend now for a year’s subscription to our services, together with the 
many additional advantages outlined in this ‘‘ad,’’ will quickly prove to have been a 
highly profitable investment and by no means an expense. 


The FINANCIAL WORLD, 53 Park Place, N.Y.C. 
Here is my check for $10 in full payment of the fol- 


lowing special offer. 

(a) 52 weekly issues of Tae Financia, Wortp (Canadian and *THIS EXCEPTIONAL 
Foreign $2 extra). 

ratings on 1350 stocks. 

JANUARY 28 


(d) Tae FryanctaL Worvp’s Annual Number (It covers “‘Re- 
storing Our Prosperity—The Work of 1933”’). 


(e) The five important reprints mentioned above. 


THE SCHWEINLER PRESS. NEW YORK 
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Profitable Investment! 


A Partial List of Advertisers who used THE FINANCIAL WORLD in 1932 


— They know it brings results — 


You too can profit by following their example in 1933 


American Car & Foundry Co. 
American Gas & Electric Co. 
American Institute of Finance 
American Light & Traction Co. 
American Rad. & St’d San’y. Corp. 
American Securities Service 
American Snuff Co. 

American Tel. & Tel. Co. 
American Tobacco Co., Inc. 
American Water Wks. & Elec. Co. 
Armour & Co. 

Associated Gas & Electric Co. 
Associated Tel. & Tel. Co. 
Atlantic Nat. Bank of Boston 
Atlas Corporation 

Babson Statistical Organization 
Bache, J. S. & Co. 

Baltimore & Ohio Railroad 
Bancamerica-Blair Corporation 
Bankers Building & Loan Ass’n 
Becker, A. G. & Co. 

Bell Telephone Co. of Canada 
Bell Telephone Securities Co. 
Beneficial Industrial Loan Co. 
Bennett, James E. & Co. 
Borden Co. 

Bouvier, M. C. & Co. 
Brookmire Economic Service 
Byllesby, H. M. & Co. 

Canada Dry Ginger Ale, Inc. 
Chase Harris Forbes Corp. 
Chisholm & Chapman 

Chrysler Corporation 

Columbia Gas & Electric Co. 
Columbia Pictures Corporation 
Commonwealth Edison Co. 
Commonwealth & Southern Corp. 
Continental Gas & Electric Corp. 
Credit Service Associates, Inc. 
Distributors Group, Inc. 
Doherty, Henry L. & Co. 


Du Pont de Nemours, E. I. & Co. 


Electric Bond & Share Co. 
Electric Power & Light Corp. 
Electric Storage Battery Co. 
Engineers Public Service Co. 
Equitable Life Assurance Society 
Fidelity Investment Ass’n. 
General Foods Corporation 
General Mills, Inc. 

General Utility Securities, Inc. 
Goodbody & Co. 

Graphic Market Statistics, Inc. 
Guaranty Trust Co. 

Hoit Rose & Troster 

Illinois Power & Light Corp. 
Independence Shares Corp. 
International Salt Co. 
Investors Syndicate 

John Hancock Life Ins. Co. 
Keys, C. M. & Co. 

Kings County Trust Co. 

Leach Brothers Co., Inc. 
Lehman Corporation 

Leopold, James M. & Co. 
MacMillan Co., Inc. 

McClure Jones & Co. 
McConnell, H. F. & Co. 
Mergenthaler Linotype Co. 
Metal Package Corporation 
Metro Goldwyn Pictures 
Miami Bondholders Ref. Com. 


Muir, John & Co. 


Nassau & Suffolk Lighting Co. 
National City Bank, New York 
National Distillers Prod. Corp. 
National Electric Power Corp. 
Newman Bros. & Worms 

New York State 

New York Title & Mortgage Co. 
North American Lt. & Power Co. 
North American Co. 


North German Lloyd 

N. Y. Herald Tribune 

Otis Elevator Co. 

Pacific Gas & Electric Co. 

Pacific Lighting Corporation 
Pacific Telephone & Telegraph Co, 
Pennsylvania Railroad ‘ 
Peoples Gas Light & Coke Co. 
Phoenix Mutual Life Ins. Co. 
Provident Mutual Life Ins. Co. 
Public Service Co. of Indiana 
Public Service Corp. of New Jersey 
Public Service Corp. of No. Illinois 
Pure Oil Company 

Reynolds Metals Co. 

Reynolds, R. J., Tobacco Co. 
Rock Island Railway Lines 

Santa Fe System Lines 

Serial Bldg. Loan & Savings Inst. 
Southern California Edison Co. 
Southern Pacific Co. 

Springs & Co. 

Standard Gas & Electric Co. 

Sun Life Assurance Co. of Can. 
Texas Gulf Sulphur Co. 

Travelers Insurance Co. - 
Underwood Elliott Fisher Co. 
Union Carbide & Carbon Co. 


Union Tr. Co., St. Petersburg, Fla. 


United Business Service 

United Founders Corp. 

United Gas & Electric Corp. 
United Light & Power Co. 
United States Foil Co. 

United Stores Corporation 
Utilities Power & Light Corporation 
Ward Baking Corporation 
Western Union Telegraph Co. 
Westinghouse Air Brake Co. 
West Penn Electric Co. 

Wetsel, A. W., Advisory Service 


The Outstanding Characteristic of the Circulation of THE FINANCIAL WORLD is 


ACTIVE WEALTH 
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